•8 

CO 
CT> 
IT) 
'CO 


,CD 


CO 


Modern  Business 


A   SERIES    OF    TEXTS    PREPARED    AS 

PART  OF  THE  MODERN  BUSINESS 

COURSE  AND  SERVICE  OF  THE 

ALEXANDER  HAMILTON 

INSTITUTE 


ALEXANDER  HAMILTON  INSTITUTE 
NEW  YORK 


?    Modern  Business 

EDITOR-IN-CHIEF 

JOSEPH  FRENCH  JOHNSON 

Dean,  New  York  University  School  of 
Commerce,  Accounts  and  Finance 

MANAGING   EDITOR 

ROLAND  P.  FALKNER 

ASSOCIATE    EDITORS 

LEO  GREENDLINGER,  CHARLES  W.  HUBD 

Volume  Titles  Authors 

1.  BUSINESS   AND  THE    MAN Joseph  French  Johnson 

2.  ECONOMICS  or  BUSINESS v    .  The  Editors 

3.  ORGANIZATION  AND  CONTROL      ....  Charles  W.  Gerstenberg 

4.  PLANT  MANAGEMENT Dexter  S.  Kimball 

5.  MARKETING  AND  MERCHANDISING    .     .     .  The  Editors 

6.  ADVERTISING  PRINCIPLES Herbert  F.  de  Bower 

7.  SALESMANSHIP  AND  SALES  MANAGEMENT  .  John  G.  Jones 

8.  CREDIT  AND  THE  CREDIT  MAN    ....  The  Editors 

9.  ACCOUNTING  PRINCIPLES The  Editors 

10.  COST  FINDING Dexter  S.  Kimball 

11.  CORPORATION  FINANCE William  H.  Walker 

12.  BUSINESS  CORRESPONDENCE Harrison  McJohnston 

13.  ADVERTISING  CAMPAIGNS Mac  Martin 

14.  INLAND  TRAFFIC Simon  J.  McLean 

15.  FOREIGN  TRADE  AND  SHIPPING   .     .     .     .  J.  Anton  de  Haas 

16.  BANKING  PRINCIPLES  AND  PRACTICE     .     .  E.  L.  Stewart  Patterson 

17.  DOMESTIC  AND  FOREIGN  EXCHANGE     .     .  E.  L.  Stewart  Patterson 

18.  INSURANCE    .....>....  The  Editors 

19.  OFFICE  MANAGEMENT       ......  The  Editors 

20.  THE  EXCHANGES  AND  SPECULATION     .     .  Albert  W.  At  wood 

21.  ACCOUNTING  PRACTICE   AND  AUDITING     .  John  T.  Madden 

22.  FINANCIAL  AND  BUSINESS  STATEMENTS     .  Leo  Greendlinger 

23.  INVESTMENT       ..........  Edward  D.  Jones 

24.  COMMERCIAL  LAW  ........  Walter  S.  Johnson 


INLAND  TRAFFIC 


BY 
^ 

SIMON  J.  McLEAN,  PH.D. 

Member  of  the  Board  of  Railway  Commutionert 
for  Canada 


MODERN  BUSINESS 
VOLUME  14 


o- 


ALEXANDER  HAMILTON  INSTITUTE 
NEW  YORK 


COPYRIGHT,  1911,  12,  13,   14,  IT,  19,  BY 

ALEXANDER  HAMILTON  INSTITUTE 


COPYRIGHT  IN  GREAT  BRITAIN,  1914,  17,   19,  BY 

ALEXANDER  HAMILTON  INSTITUTE 


The  title  and  contents  of  this  volume  as  well  as  the 
business  growing  out  of  it,  are  further  protected 
by  laws  relating  to  trade  marks  and  unfair  trade. 
All  rights  reserved,  including  translation  into 
Scandinavian. 


Registered  trade  marie,  Reg.  U.  S.  Pat.  Off.,  Marco, 
Registrada,  M.  de  F. 

MADE  IN  U.  S.  A. 


PREFACE 

The  incidents  of  the  contract  of  carriage  and  the 
problems  concerned  with  the  rates  charged  for  rail- 
way services  have  developed  a  large  body  of  regula- 
tive enactments.  Transportation  is  a  fundamental 
factor  in  modern  life.  This  volume  on  "Inland 
Traffic"  is  concerned  with  an  analysis  and  explana- 
tion of  some  of  the  more  important  phases  of  Canada'$ 
transportation  mechanism;  the  central  position  being 
given  to  railway  transportation. 

Many  important  problems  of  public  policy  arise 
out  of  the  relation  of  the  transportation  mechanism 
to  the  public.  But  the  limitation  of  scope  of  this 
book  precludes  other  than  incidental  references  to 
them.  The  treatise  is  primarily  concerned  with  the 
practical  working  as  affecting  business. 

An  outline  sketch  of  historical  development  is  given 
to  make  clearer  the  setting  of  the  Canadian  traffic 
situation.  The  development  of  Canada's  transporta- 
tion facilities  is  of  interest  both  to  the  student  of 
beginnings  and  to  the  student  of  present  day  prob- 
lems. At  every  step,  it  is  a  study  of  Canada  in  the 
making. 

Governmental  aid  has  been  extended  to  railway 
construction  with  a  view  to  developing  settlement 
and  expanding  trade.  There  has  also  been  govern- 
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ment  aid  and  construction  of  railways,  intended  as 
bonds  to  tie  together  the  scattered  portions  of  Canada. 
The  policy  of  railway  subsidizing  by  governmental 
bodies  began  when  private  funds  of  capital  in  Canada 
were  practically  non-existent.  What  began  as  a 
necessity  has  continued  as  a  habit. 

Under  the  stimulus  of  governmental  aid,  there  has 
been  a  rapid  and  undisciplined  railway  expansion. 
Today  the  most  important  practical  transportation 
problem  facing  Canada  is  the  development  of  its 
highways.  By  their  improvement  and  the  conse- 
quent lowered  costs  of  transportation,  new  areas  will 
be  linked  up  to  the  railways,  thereby  permitting  them 
to  be  utilized  more  efficiently  than  at  present. 

S.  J.  McLEAN. 

Ottawa,  Canada. 


TABLE  OF  CONTENTS 

CHAPTER  I 
CANADIAN  TRANSPORTATION 

SBCTION 

1.  Early  Waterways    .s     ....     .      .     •«'   \>  r%      .1 

2.  Improved   Highways      .....*:.      .      ,      .  3 

3.  The  First  Railroads     .,    *>>,»     *    :.      .      .      .  5 

4.  Upper  and  Lower  Canada 5 

5.  Period  of  Great  Railway  Development  6 

6.  Government  Loans  Grand  Trunk 7 

7.  Other  Railway  Construction 8 

8.  Intercolonial  Railway 8 

9.  Construction   and  Operation 9 

10.  Comparison  of  Grand  Trunk  With  Great  Western 

Railway 10 

11.  Grand  Trunk  Absorbs  Great  Western  ....  11 

12.  Grand  Trunk  Acquires  Other  Lines   .      .  .11 

13.  Transcontinental  Line 12 

14.  Canadian  Pacific  to  Build  and  Operate  Line  .      .  12 

15.  Eastern  Connections 13 

16.  Monopoly  Clause  in  Canadian  Pacific  Charter   .  14 

17.  Traffic  Facilities  for  Western  Wheat  Areas  .      .  14 

18.  Subsidy  Provisions  for  Canadian  Pacific  ...  15 

19.  The  MacKenzie  and  Mann  Railways  .      .      .      .  16 

20.  Canadian    Northern    Acquired    Northern    Pacific 

Lines   in   Manitoba 16 

21.  The  Grand  Trunk  Pacific  Project 17 

22.  Terms  of  the  Charter 18 

23.  Grand  Trunk  Shareholders  Dissatisfied    ...  19 

vii 


viii  INLAND  TRAFFIC 

SECTION 

24.  Grand  Trunk  Pacific  Becomes  Political  Issue    .  19 

25.  Government  Operation  ........  20 

26.  Other  Systems .20 

27.  Railway  War  Board 21 

28.  Expansion  of  the  Government  Railway  System   .  22 

29.  Concentration  of  Railway  Control  .'.:;'•',      .      .  25 

CHAPTER  II 
THE  GOVERNMENT  AND  THE  RAILWAYS 

1.  Railway   Control      .      .      .      .'/•  i     :i  y: .  '  i:   ^  27 

2.  Government  Aid        .      .      .      .-';•' ^ .'/"  4     •*  27 

3.  Government  Advances  to  Railways      .     '»:    i:- '••  28 

4.  Subsidies        .      ..     ,    *i   "*    •  .-;  'v  }  l-:    •."  "i.     '.  29 

5.  Railway  Construction  Under  New  Subsidy  Policy 

of    1882    .      .      .      .      .      .'     *>   V  V     .      .  30 

6.  Land  Grants,  Subsidies  and  Loans  .    'A1''-*'.  "•  "f      .  31 

7.  Bond  Guarantees      .      .--4      i    ••'»      .!<>l'.'     .      .  33 

8.  Rate  Regulation       ;  '  V* >v' '  JM".  <?•;  ^rl^-'^  33 

9.  Legislation    .      ';  /•'  J<i';.  <? ";s :i  'V%)  i*'  lv ':V: ' -;;!"'  '.•  34 

10.  Report  and  Investigation   .      .      .      iV-*''    v*     .  34 

11.  Report   on   Rate   Grievances    .  U^,  $Mrn  iM»  ^;.t  :^  35 

12.  Dual  Functions  of  Committee  .      .-5!*Ii'<  '  J    i      .  36 

13.  Report  Recommended  Railway  Commission    .      .  37 

14.  Board  of  Railway  Commissioners   Created    .      .  37 

15.  Power  of  Board  Over  Location,  Construction  and 

Operation        V  ;:>;!  ^     $.  «n  .•;-< 3g 

16.  Jurisdiction  Over  Rates      .  '--''I      .      .      .      .      .  38 

17.  Traffic  Facilities   and  Methods      .....  39 

18.  Express,  Telegraph  and  Telephone    ....  40 

19.  Amended  Act  Provides  for  Grain  Movement  .      .  40 

20.  Procedure      ........    £•<>" 41 

21.  Division   of  Board  Into   Two   Sections    ...  41 

22.  Procedure  of  Board  Informal 42 

23.  Findings  of  Board  on  Law  and  Fact  .      .      .,     .  42 


CONTENTS  ix 

SECTION  PACK 

24.  What  the  Board  Has  Accomplished   .    I.      ^     :,  43 

25.  Applications  and  Complaints    .      .   »n    •  •»?•'    ;     '.  44 

CHAPTER  III 

DEVELOPMENT  OF  RAILWAY  FACILITIES  AND 
EQUIPMENT 

1.  Expansion  of  Canadian  Railway  System   .       »      ..  46 

2.  Distribution  of  Railway  Mileage   .  '.'  .      .'     ..  '  -  46 

3.  Potential  Railway  Traffic   .      .      .  l/i'J  '*  .    ?'.'i.  ...  47 

4.  Actual   Traffic    .      '.**'".      V  ^  ^  1  V  /  '.      ^'<T  49 

5.  Freight  Traffic   .      .    '".      1'  *  .      ; \  >  ''^'f' :"!"'1   .  49 

6.  Commodities   Carried  by   Railway   Systems    .      .  50 

7.  Passengers  Carried  .       .       •' *  .1      •    . *'•  V   •  *    •       •  &® 

8.  Tonnage  Sources 50 

9.  Railway  Mileage  of  Canada 51 

10.  Improvements   in   Roadbed  and  Rolling  Stock    .  52 

11.  Increased  Size  of  Freight  Cars 53 

12.  Car  Loading 53 

13.  Advantages  of  Electric  Traction  Over   Steam    .  55 

14.  Economy  in  Operation 56 

15.  How  Earnings  Are  Measured 58 

CHAPTER  IV 
PRINCIPLES  OF  FREIGHT  CLASSIFICATION 

1.  Classification  Fundamental 60 

2.  Early  Tariff  Classification 60 

3.  Railway  Contention  on  Rating 62 

4.  How  Classifications  Are  Built 64 

5.  Classifications  of  the  United  States    ....  65 

6.  Canadian  Classification 67 

7.  International  Traffic 68 

8.  Expansion   of  Canadian   Classification      ...  69 

9.  Statistical  Returns  to  Government      ....  71 
10.     Quantity  Differences 71 


x  INLAND  TRAFFIC 

SECTION  PAG* 

11.  Follow  Lot  Rule .      .     73 

12.  Car  Measurements 76 

13.  Cost  of  C.  L.  and  L.  C.  L.  Shipments  ....     77 

CHAPTER  V 
FEATURES  OF  CANADIAN  FREIGHT  CLASSIFICATION 

1.  Uniformity  in  Canada 80 

2.  Mixing  Privilege ,.,.81 

3.  Effect  on  Shippers  and  Consumers  . .     .      .      .      .83 

4.  Divergent    Trade    Interests    Secure    Compromise 

Classification  ..........  84 

5.  New  Distribution  Centers   .      .      .      .      *      »      .  85 

6.  Long  and  Short  Hauls  for  Prairie  Centers   .      .  85 

7.  Jobbing  Businesses   and   Classifications    ...  86 

8.  Edmonton  Objects  to  Extension  of  Mixing  Privi- 

lege       87 

9.  Distributive  Business,  a  Question  of  Balance  .      .      88 

10.  Factors   Affecting  Classification 88 

11.  Value  of  the  Article  .      .     V  ..•*'.  *'V  *      •      •      •  89 

12.  Bulk  and  Weight     ..','•' 91 

13.  Risk  Attached  to  Carriage  .      .      .      »  '    .-' \      .  92 

14.  Facilities  and  Equipment  Required      ....  94 

15.  Classification  in  Operation  in  Canada      ...  96 

16.  New  Issues  of  Classifications 98 

17.  Board's  Participation  in  Classifications   ...  99 

18.  False  Classification  and  Complaints    ....  99 

CHAPTER  VI 
FREIGHT  RATES 

1.  Importance  of  Freight  Traffic 101 

2.  Tonnage  and  Mileage  Service 102 

3.  Railway  Rates  of  Universal  Interest  .      .      .      .102 

4.  Competition 104 


CONTENTS  xi 


SECTION 

5.  Compared  With  Mercantile  and  Manufacturing 

Business     ...........    105 

6.  Hvils  of  Parallel  Lines  .      .  ,  ......    106 


CHAPTER  VII 
THE  BASIS  OF  RATE  MAKING 

1.  "Postage  Stamp"  Rates      .      .      .     V     .      *;     •  109 

,2.  Distance  Rates   .      .      .      .      ......   •.-*•£.?  110 

3.  Rates  Based  on  Capitalization  .      »,».•.    ,v.  ,.>  Ill 

4.  Physical  Valuation  as  a  Rate  Basis   .      .      .      . 

5.  Physical  Valuation   and   Its   Effect    .      .      . 

6.  Cost  of  Service  .      .      ^    .      .   ,v  /  , .  .    .      .      .  115 

7.  What  Is  Cost  of  Service?  .      .      ....      .      .116 

8.  Factor  of  Value  in  Cost  of  Service   .      .      .      .119 

9.  Allocation  of  Railway  Costs 120 

10.  Costs  are  Average,  Not  Specific 120 

11.  What  the  Traffic  Will   Bear 121 

12:  Other  Applications  of  This  Principle  ....  122 

13.  Practical  Meaning  of  the  Term 123 

14?.  View  of  Canadian  Manufacturers'  Association    .  126 

15.  Determining  the  Reasonableness  of  a  Rate   .      .  127 

16.  No  One  Factor  Determines  Reasonableness   .      .  128 

CHAPTER  VIII 

FREIGHT  RATES  IN  PRACTICE 

1.  Class  Tariffs  and  Commodity  Tariffs      .      .      .  130 

2.  Comparisons  of  Freight  Traffic 133 

3.  Difficulty  of  Comparing  Foreign  Freight  Rates  .  135 

4.  Terminal  Charges  Kept  Separate  from  Rates    .  136 

5.  The  Two  Factors  in  Freight  Rates   ....  136 

6.  Switching  Costs  at  Winnipeg 138 

7.  Terminal  Cost  in  Wisconsin 139 

8.  Distance  as  a  Factor  in  Rates  .                                ,  140 


xii  INLAND  TRAFFIC 

SECTION                                                                                                                                       f               .  PAGB 

9.     Distance  Basis  of  Rates  in  Official  Classification 

Territory 141 

10.  Distinction  Between  Local  and  Thru  Rates   .      .  144 

11.  Arriving  at  a  Thru  Rate   ......      .  145 

CHAPTER  IX 
COMPETITIVE  FACTORS  IN  RATE-MAKING 

1.  Competition  of  Lines  of  Different  Lengths    .      .147 

2.  Differential  Rates    .....";,      .      >  149 

3.  Water  Competition  .      .      .  :    .   '  '."    .      .      .    %  150 

4.  Changing  Centers  of  Production   .      .      .      ..153 

5.  Competition  of  Ports    .  "H;      .      .      .      ,      •      •  l**^ 

6.  Market  or  Trade  Competition  .      .      .      ^      .    /.  155 

7.  Rates  for  Sugar  and  Oil   .      .      .  :'V    .     V     ^  156 

8.  Rates  for  Complementary  Commodities    .      *  *    •  158 

9.  Scope  of  Market  Competition  .      .      ...     ,• .    '•  159 

CHAPTER  X 
PHASES  OF  RATES  AND  TARIFFS 

1.  Freight  Tariffs  and  the  Railway  Act  .'$.'   ,y   >  161 

2.  Standard  Tariff       "^     ;',U 161 

3.  Steps  in  Development  of  Standard  Tariffs   .      .162 

4.  Standard  Scales  in  the  West   .      .      .      ...  163 

5.  New  Scales  Adopted .      .  165 

6.  Prairie  Standard  Tariff  Replaces  Saskatchewan  .  165 

7.  Extension  of  Manitoba  Scale 166 

8.  Pacific   Standard  Tariff 166 

9.  British  Columbia  Lakes  Standard  Tariff  .      .      .  167 

10.  Where  Maximum  Rates  of  Pacific  Standard  Ap- 

piy    .-     .     . 168 

11.  When  Combination  Rates  Apply 168 

12.  When  Standard  Mileage  Tariffs  Apply   .      .      .  169 

13.  Why  Rate   Scales   Differ 169 

14.  Standard  Rates  Are  Maximum  Rates  .  169 


CONTENTS  xiii 

SECTION  PAGE 

15.  Freight  Rate  Increases  from  1916  to  1918   .      .  169 

16.  Special  and  Competitive  Tariffs  .      .    ;  .>:    *      .  173 

17.  Transcontinental  Rates       .'-  :.  ».-/^.' -VJ  ^»      •"    •'  175 

18.  Transcontinental  Tariff  Now  Filed  By  Canadian 

Freight  Association    .     ,k     «ij    li  -.^:,U  >.'•«-..   175 

19.  How.  Rates  Are  Quoted 176 

20.  Water  Competition  Governs  Rates   to  Terminal 

Points 176 

21.  Basing  Point  Changed  on  Transcontinental  Class 

Rates   ....      v  ;!•/*,-•  "f    •'    •      *      •  176 

22.  Group  System  Used  for  Quoting  .      ....  178 

23.  Class  Rates  Negligible  .      .      .      .      !.    '  .      .      .  179 

24.  Differential  Lake-and-Rail   Routes      ....  179 

25.  Commodity  Traffic  East-Bound,  Important  .      .  180 

CHAPTER  XI 
TOWN  TARIFFS,  EXPORTS  AND  IMPORT  RATES 

1.  Distributive  Rates 181 

2.  International  Rate  Case      .......  182 

3.  Rate  Readjustment  and  Group  Rearrangement  .  184 

4.  Town  Tariffs  in  the  East 184 

5.  Some  Objections  Overcome 185 

6.  Town  Tariff  System  Related  to  Rate  Reductions  .  186 

7.  Western  Rate  Case  Causes  Tariff  Rearrangement  187 

8.  Town  Tariff  Points 188 

9.  Export  and  Import  Rates  in  Canada  ....  190 

10.  Export  Traffic  on  Chicago-New  York  Base  .      .    191 

11.  Import  Rate  Anomalies 192 

12.  Influences  on  Import  Rates 194 

CHAPTER  XII 
INTERCHANGING  TRAFFIC  AND  OTHER  SERVICES 

1.  Transit  Arrangements 196 

2.  Stop-Over   Arrangements 198 


xiv  INLAND  TRAFFIC 

PAOB 

*\.  Tariffs    Recagnize    Principle    of    Consignments 

Stopped  in  Transit *  } 

4.  Changing  Destination  in  Transit  .    V    >      .      .   199 

5.  Concentration  Rates      ....*»..   200 

6.  Special  Rate  Reductions    .      .      »     V  •  «>•    .      .   201 

7.  Cartage  Service 202 

8.  Cartage  Charge  Not  Under  Board's  Jurisdiction  .   204 

CHAPTER  XIII 

PASSENGER  TRAFFIC 

1.  Water  and  Port  Competition  in  Passenger  Traffic  206 

2.  Distance  Important  Factor 207 

3.  Time  Element     ..........   207 

4.  Expensive  Stations 209 

5.  Other  Factors •      •      •      •   21° 

6.  Passenger  Business   in   Practice    .      ...      .      .   212 

7.  Passenger  and  Freight  Receipts  Compared   .      .213 

8.  Density  of  Traffic 214 

9.  Effect  of  Economic  Depression  on  Passenger  Busi- 

ness  215 

10.  Measurement  of  Passenger  Traffic      .      .      .      .216 

11.  Differences  in  Freight  and  Passenger  Business   .   217 

12.  Capacity  of  Cars 218 

13.  "Dead"  Weight 219 

14.  Increase  in  Weight  and  Cost  of  Passenger  Equip- 

ment     219 

15.  Relation  Between  Weight  of  Vehicle  and  Returns 

on  Cost 221 

16.  Weight  and  Cost  Measured  in  Capacity.      .      .  221 

17.  Occupancy  of  Sleeping  Cars    ......  222 

18.  Passenger  Hauls  Kept  Down  By  Surburban  Traffic  223 

19.  Commutation  Business  as  Part  of  Railway  Earn- 

ings     .    v>      . 223 

20.  Commutation  Business  Subject  to  Competition   .   224 


CONTENTS  xv 


SECTION 

21.  Automobiles  Affect  Passenger  Revenue     .      . 

22.  Differences  Between  Freight  and  Passenger  Busi- 

ness .   225 


CHAPTER  XIV 

PASSENGER  RATES 

1.  Passenger  Rates  and  the  Railway  Act  of  Canada  .  227 

2.  Standard  Rates  in  Effect  .......  228 

3.  Different  Kinds  of  Passenger  Tickets  .      .      .      .  230 

4.  Provisions  for  Unused  Tickets 232 

5.  Rules  for  Baggage , .      ;  233 

6.  Baggage  Defined       .      ......      *      .'  233 

7.  Railway's  Liability  for  Baggage   .      .      .  •••*..    .  238 

8.  Storage  Charges ,      I      *      .,  234 

9.  Initial  Carrier  Liable  for  Baggage      .      .      .      *  234 

10.  Baggage  Handled  in  Toronto  .      .?«..;   235 

11.  Parcels  Checked  at  Toronto    .      .  ;  *      .      *      .  235 

12.  Baggage  Carried  By  Railways      .     v     .   .  ,.-     »  235 

13.  Sleeping-Car  Service      .      .      .      *  •   „• .   ...      *   S36 

14.  Classified  Passenger  Rates       ..MJ*     »     v     v   v.   236 

15.  Passenger  Classes  in  Europe   .      /v    ;    ,  .      v      *  238 

16.  Class  Rates  in  Foreign  Countries  .      .•     *      v     *  239 

17.  Average  Hauls  in  Foreign  Countries   .    '  *      v\< -".j  239 

18.  Passengers  per  Train  in  Foreign  Countries   .       .   240 

19.  Zone   Tariff   System      ........   241 

20.  Methods  Used  in  European  Passenger  Rates  .      .   242 

CHAPTER  XV 
CONTRACT  OF  CARRIAGE 

1.  Common  Law  Obligations  of  the  Railways  .      .      .  243 

2.  Bill  of  Lading  and  Its  Conditions 245 

3.  Liability 246 

4.  Insurance 248 

XIV  0—2 


xvi  INLAND  TRAFFIC 

SBCTIOK  PAQM 

5.  Liability  as  a  Warehouseman 248 

6.  Warehouse  Defined 249 

7.  Storage  and  Demurrage  Charges 249 

8.  Loss  or  Damage 249 

9.  Payment  of  Charges 250 

10.  Forms  of  the  Bill  of  Lading   .       .      .      .      .      .250 

11.  Due   Diligence .253 

CHAPTER  XVI 
MOVING  THE  TRAFFIC 

1.  Actual  Car  Movements        .      .      .      .      .      ...  ;  .'.   254 

2.  Manifest  Freight  Attains  High  Speeds    .      .      .   255 

3.  Demurrage >   .      v  255 

4.  Claims  Presented >,      .   258 

5.  Demurrage  and  Car  Shortage  .      .      .      .    i .      .    258 

6.  A  Matter  of  Controversy *  ,    •   259 

7.  Higher  Demurrage  Charges      .      ......      .   261 

8.  Special  Delays  Occur  in  Unloading    .      .      .      .   262 

9.  Average  Demurrage       .      .      .'.'...      .   263 

10.  Reciprocal  Demurrage  .      .     -.      •<     >..      .      .      .   265 

11.  Railway  Interrelations  and  Per  Diem  Charge  .       .    268 

12.  Interswitching     .      .      .   .  .      .     '.      .      .      :-.      .    270 

13.  Industrial   Sidings    .      .      .      .      .      ;    >  ;;    .       .    271 

14.  The  Work  of  the  Claims  Department       ...      .    273 

CHAPTER  XVII 
EXPRESS  SERVICE 

1.  Express   Service   and  Its   Scope 276 

2.  Early  History  of  Express  Companies  ....    278 

3.  Express  Companies  in  Canada 280 

4.  Arrangements  With  Railways 281 

5.  Provisions   of  an  Agreement    .      .      .      .      .      .    282 

G.     Arrangements  With  Agents 284 

7.     Express  Classification 285 


CONTENTS  xvii 

SICTIOlf  PA«* 

8.  Value,  Weight  and  Space   .      .      .      .....      -   287 

9.  Conditions  of  Carriage 4      .      .   288 

10.  Liability  Under  Revised  Express  Receipt  .      .      .   289 

11.  Liabilities  Under  Various  Forms  of  Receipts  .      .    290 

12.  Standard  Mileage  Tariffs   . 291 

13.  Differences  in  Traffic  Conditions 292 

14.  Four  Standard  Tariffs        .......   293 

15.  Local  and  Transfer  Tariffs      .      .      ....   295 

16.  Rates   as  Affected  By  Quantity    .      .      .      .      .   297 

17.  Freight  Rate  as  a  Basis    .      .      .  '    .      .      .      .298 

18.  Special  Circulars     .      .      .      /    .      .      .  ''  ;      .   299 

19.  The  Graduate  Table     .      .      .      .      ....   800 

20.  Rates  Not  Uniform  .      .      ,      .      .      .      .      ...   804 

21.  Single  Thru  Rates  ....      .      .  '  .      .      .   805 

CHAPTER  XVIII 
INLAND  WATER  TRANSPORTATION 

1.  Water  Transportation  as  a  Regulator  of  Rates  .   307 

2.  Efficiency   of  Waterways    .      .      .      .      .'    .  f   .   808 

3.  Canal  Terminals       .      .      .      .    :.<     .      .      •      •   308 

4.  Obligations  of  Vessel  Carriers  .      .      .    '  .      .     'i   809 

5.  Scope  of  Statutory  Provisions  on  Water  Carriage  309 

6.  Exemptions  Prohibited  in  Bill  of  Lading  .      .      .   810 

7.  Due  Diligence '  .  810 

8.  Limited  Liability !   V     .      .      .   810 

9.  Contents  of  Bill  of  Lading      .      .      .    . 'I   *  .      ;   810 

10.  Dangerous    Shipments   Must   Be   Declared    .      .811 

11.  Railway  Bill  Used  on  Lakes 811 

12.  Provisions  of  Grain  Bills  of  Lading  .      .      .      .811 

13.  General  Liens 312 

14.  What  Constitutes  Complete  Delivery   ....   312 

15.  Canadian  Lake  and  Canal  Route  .      .      .      .      .313 

16.  From  Georgian  Bay  to  Montreal 814 

17.  Ottawa  System 316 


xviii  INLAND  TRAFFIC 


SECTION 


PARS 


18.  No    Canal   Tolls .316 

19.  Great  Lakes  Traffic *      :      .      .317 

20.  Traffic  on  the  Upper  Lakes  .       .      .     V,;.      .      .   317 

21.  Character  of  Freight '     .      .      .   319 

CHAPTER  XIX 

GRAIN  AND  OTHER  TRAFFIC  ON  THE  GREAT  LAKES 

1.  Questions  Connected  With  Grain  Traffic  .      .      .321 

2.  Capacity  of  Elevators  ......      .      .   322 

3.  Method  of  Doing  Business  Under  Grain  Act  .      .   322 

4.  Licenses  and  Inspection      .......   322 

5.  Causes  for  Car  Shortage    .      ...      V.    •      -,   8^3 

6.  Documents  in  Grain  Shipments      .  s:.      ,.(     ,     ...  324 

7.  Statutory  Grades  of  Grain      .      .      ,      .      .      .   325 

8.  Special  Charges 325 

9.  Utilization  of  Elevator  Facilities 326 

10.  Analysis  of  Grain  Movement    .      .      .      .      .      .   326 

11.  Grain  Traffic  Diverted  to  United  States  ...   327 

12.  Upper  Lake  Traffic  Encourages  Specialized  Vessel 

Construction -.     .       .    328 

13.  Package  Freight       .      .      .      .      ,    ,.      ...      .   328 

14.  Influences  Affecting  Lake  Rates    .      v...      .      .    329 

15.  Load  Factor  in  Lake  Traffic   .      .  .  ».      .      .      .329 

16.  Movement  of  Traffic      ........   330 

17.  Formation  of  Canada  Transportation  Lines,  Ltd.  331 

18.  Advent  of  Large  Vessels 332 

19.  Loading  and  Unloading 333 

20.  Combined  Inland  and  Ocean  Traffic    ....   334 

21.  Lake  Rates 335 

22.  Ton-Mile  Rate  in  Water-Borne   and  Rail-Borne 

Traffic 336 

23.  Variations  on  Water-Borne  Grain  Rates  .      .      .   337 

24.  Comparison  Between  Lake  and  Canal  Movements  338 


INLAND  TRAFFIC 

CHAPTER  I 

CANADIAN  TRANSPORTATION 

1.  Early  waterways. — In  the  early  days  of  indus- 
try and  commerce,  waterways  are  all-important.  In 
a  new  country,  such  as  Canada,  one  finds  in  the  history 
of  its  settlement  that  influence  of  waterways  which  on 
account  of  the  lapse  of  time  is  more  masked  in  older 
lands.  In  Nova  Scotia,  the  extensive  coast  line  and 
the  numerous  rivers  determined  the  settlement.  In 
Nova  Scotia,  as  in  England,  it  is  difficult  to  find  any 
point  more  than  forty  miles  from  the  sea.  This  made 
the  sea  an  important  element  both  in  the  settlement 
and  in  the  trade  of  Nova  Scotia.  In  New  Brunswick, 
the  coast  lines  of  the  Bay  of  Fundy,  the  Bay  Chaleur 
and  the  Gulf  of  St.  Lawrence,  and  the  course  of  the 
river  St.  John  cooperated  in  determining  where  set- 
tlement should  be.  As  late  as  the  middle  of  the  nine- 
teenth century,  New  Brunswick  was  divided  into  long 
lines  of  settlement  along  the  watercourses  with  tracts 
of  wilderness  between,  which  were  traversed  at  rare 
intervals  by  roads  leading  from  one  line  of  settlement 
to  another.  It  was  natural  that  lumbering  and  its 
auxiliary  industries  should  first  attract  attention. 
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In  the  colonies  of  Upper  and  Lower  Canada,  the  St. 
Lawrence  and  the  Great  Lakes  were  from  an  early 
date  an  important  factor  in  settlement.  Today  the 
white-walled  villages  of  Quebec  which  line  the  St. 
Lawrence  in  almost  continuous  formation,  while  in 
part  due  to  the  French-Canadian  system  of  subdi- 
vision of  property,  are  also  a  reminder  of  the  time 
when  the  river  was  the  only  highway.  As  Parkman 
said,  "One  could  have  seen  nearly  every  house  in 
Canada  by  paddling  a  canoe  up  the  St.  Lawrence  and 
the  Richelieu." 

The  activity  of  the  fur  trader  and  the  zeal  of  the 
missionary  opened  up  the  route  to  the  Upper  Lakes, 
by  way  of  the  Ottawa  River,  Lake  Nipissing  and 
Georgian  Bay,  which  was  an  old  warpath  route  of 
the  Iroquois.  The  direction  of  French  settlement 
and  trade  in  Canada  was  fashioned  by  the  location  of 
the  Ottawa  and  of  the  St.  Lawrence. 

With  the  settlement  of  the  United  Empire  Loyal- 
ists in  Upper  Canada,  the  St.  Lawrence  and  Lake  On- 
tario obtained  an  added  importance.  Gradually  set- 
tlement filled  in  the  shadowy  outlines  between  King- 
ston and  Lake  St.  Clair.  The  trade  importance  of 
the  lake  and  river  route  was  early  recognized  and  plans 
for  the  construction  of  canals  around  the  impeded  sec- 
tions of  the  St.  Lawrence  were  developed.  Merritt 
saw  that  the  construction  of  the  Welland  Canal  would 
make  the  route  from  Lake  Ontario  to  Lake  Huron 
one.  The  Lachine  Canal,  the  other  St.  Lawrence 
canals,  the  Ottawa  canals,  the  Rideau  canals  all  bear 
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on  the  position  which  was  taken  by  Colonel  By  in  1820 
when  he  stated  that  the  construction  of  an  improved 
waterway  from  the  Upper  Lakes  by  way  of  the  St. 
Lawrence  to  the  sea  would  attract  the  growing  trade 
of  the  western  territory  of  the  United  States  to  a 
Canadian  route,  thereby  assisting  in  building  up  the 
Canadian  towns  along  that  route  and  increasing  the 
shipping  and  export  trade  of  Canada. 

2.  Improved  highways. — While  the  waterways  fa- 
cilitated settlement  and  permitted  lumbering  to  be 
carried  on,  the  development  of  agriculture  was  de- 
pendent upon  improved  roads.  Roads  were  neces- 
sary if  the  country  was  to  have  width  instead  of  mere 
length.  Roads  were  necessary  if  there  was  to  be  any 
adequate  organization  of  government.  One  of  the 
first  acts  of  the  first  Parliament  of  Upper  Canada  was 
concerned  with  highways.  Soon  the  policy  of  con- 
structing "Grand  Trunk"  roads  was  undertaken.  In 
Upper  Canada,  Yonge  Street  leading  from  Toronto 
to  Lake  Simcoe,  the  Dundas  Road  and  the  Talbot 
Road  were  undertaken.  A  similar  policy  of  con- 
structing Grand  Trunk  roads  was  undertaken  in  the 
maritime  provinces.  By  1835,  New  Brunswick  had 
roads  radiating  from  St.  John  to  Miramichi,  St.  An- 
drews and  Fredericton.  In  Lower  Canada  roads 
were  constructed  to  connect  with  the  United  States 
frontier. 

The  improved  highways  played  their  part  in  the  de- 
velopment of  trade.  With  the  opening  up  of  Yonge 
Street,  the  North  West  Fur  Company  diverted  its 
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cargoes  from  the  Ottawa  to  the  St.  Lawrence,  Lake 
Ontario,  and  this  new  highway.  The  importance  of 
this  early  stage  in  the  transit  trade  across  Canada  is 
seen  in  the  fact  that  British  goods  which  thus  found 
their  way  to  Mackinaw  were  thence  distributed  as  far 
south  as  the  Spanish  settlements  at  the  mouth  of  the 
Mississippi. 

While  the  construction  of  plank  roads  in  the  County 
of  York  in  Upper  Canada  increased  the  values  of  the 
lands  located  along  them  50  per  cent,  the  disadvan- 
tages of  the  existing  system  of  transportation  were 
seen  in  the  prices  of  agricultural  commodities.  Near 
St.  Thomas,  at  one  time,  eighteen  bushels  of  wheat 
were  exchanged  for  a  barrel  of  salt,  while  one  bushel 
of  wheat  was  given  for  a  yard  of  cotton.  The  de- 
pendence of  Montreal  on  water  communication  and 
winter  roads  was  such  that  as  late  as  1851  the  cost  of 
food  and  fuel  doubled  while  the  ice  was  forming  on 
the  river.  The  movement  of  freight  was  slow  and 
expensive.  From  the  townships  of  Innisfil  and  Ves- 
pra  in  the  County  of  Simcoe,  it  cost  7^d  per  bushel 
to  convey  wheat  to  Lake  Ontario.  From  Laprairie 
to  St.  Johns,  a  distance  of  fourteen  miles,  it  took  a  day 
to  haul  three  barrels  of  ashes  in  a  cart  drawn  by  two 
horses.  Stage-coach  movement  had  equal  draw- 
backs. Between  Montreal  and  St.  Hyacinthe,  a  dis- 
tance of  thirty  miles,  it  took  a  stage-coach  twelve  to 
fifteen  hours  in  the  fall  and  spring  to  make  the 
journey. 
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3.  The  first  railroads. — Agitation  in  favor  of  rail- 
roads began  as  early  as  1824.     At  this  early  period 
two  projects  engaged  public  attention,  one  for  a  line 
from  Quebec  to  St.  Andrews,  New  Brunswick,  the 
other  from  Montreal  to  Lake  Champlain.     The  first 
project  went  no  further  than  a  survey,  and  further 
progress  was  stopped  by  the  dispute  over  the  bound- 
ary between  New  Brunswick  and  Maine  as  the  line 
ran  thru  the  area  in  controversy.     The  second  project 
resulted  in  the  formation  of  the  Champlain  and  St. 
Lawrence  Railroad.     Work  was  begun  in  1832  but 
operations  were  slow.     In  1852  this  road  had  a  length 
of  49  miles. 

After  the  Rebellion  of  1837  the  maritime  provinces 
were  occupied  chiefly  in  the  building  of  small  roads 
designed  as  parts  of  a  system  linking  up  the  sea- 
board provinces  with  interior  Canada  and  with  the 
United  States.  Before  the  formation  of  the  Domin- 
ion these  provinces  had  taken  an  active  part  in  railway 
construction,  and  341  miles  of  road  had  been  built. 
Some  stretches  of  road  had  been  built  by  the  Govern- 
ment and  some  of  the  roads  had  been  operated  by  the 
Government.  But  this  system  had  broken  down  and 
in  1864  all  the  roads  were  in  private  hands. 

4.  Upper  and  Lower  Canada. — As  elsewhere  the 
beginnings  of  the  railroad  systems  of  the  interior  prov- 
inces were  fragmentary.     Upper  Canada  was  at  the 
outset  more  lavish  in  granting  charters  than  Lower 
Canada.     In  its  desire  to  open  up  the  agricultural 
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district  between  Lake  Erie  and  Lake  Huron,  Upper 
Canada  had  as  early  as  1837  granted  charters  to  no 
less  than  three  parallel  lines. 

There  were  fifty-four  miles  of  railroad  in  existence 
in  1849  when  by  the  Guarantee  Act  the  government 
undertook  to  guarantee  interest  on  the  bonds  of  rail- 
road companies.  This  encouragement  was  not  to  be 
extended  to  any  railroad  less  than  seventy  miles  in 
length.  The  outgrowth  of  this  legislation  was  the 
comparatively  early  appearance  of  two  systems  which 
dominated  the  railway  field. 

The  Great  Western  was  opened  in  January,  1854, 
altho  there  still  remained  considerable  work  to  be  done 
in  cutting  and  in  ballasting.  In  the  previous  year  the 
road  had  a  projected  mileage  of  311  miles  of  which 
235  miles  were  under  construction.  The  latter  in- 
cluded routes  from  Hamilton  to  London,  London  to 
Detroit,  Hamilton  to  the  Niagara  River  and  Junction 
to  Gait. 

More  ambitious  were  the  plans  of  the  Grand  Trunk 
whose  prospectus  was  issued  in  1853.  The  first  sec- 
tion of  the  road  from  Montreal  to  Brockville,  125 
miles,  was  completed  in  November,  1855.  The  first 
thru  train  between  Montreal  and  Toronto  made  the 
journey  on  October  27,  1856. 

5.  Period  of  great  railway  development. — This 
great  railway  activity  in  Upper  Canada  took  place  in 
a  period  of  great  commercial  activity.  Altho  some 
of  the  projects  were  not  completed  before  1860,  the 
bulk  of  the  construction  was  over  by  1856.  The  irn- 
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mediate  effect  of  this  cessation  was  disastrous.  The 
payments  of  railway  contractors  had  habituated  peo- 
ple to  a  free  flow  of  money ;  now  came  restriction  at  a 
time  when  the  Province  had  been  rapidly  increasing 
its  expenditures.  In  1854  there  was  a  surplus  of 
$3,000,000 ;  in  1858,  a  deficit  of  $3,750,000.  The  Cri- 
mean War  had  raised  prices.  The  changed  conditions 
coupled  with  the  bad  harvest  pressed  with  especial 
rigor  on  the  farmers. 

Speculative  conditions  had  detrimentally  affected 
the  Grand  Trunk  from  the  outset.  (Construction 
costs  had  increased  and  sufficient  care  had  not  always 
been  taken  in  construction  work.  The  mistakes  of 
construction  were  in  part  inseparable  from  construc- 
tion under  new  and  untried  conditions.  The  Grand 
Trunk  had  also  to  meet  a  wasteful  and  ruinous  com- 
petition from  the  Great  Western  which  paralleled  its 
route  for  a  distance  of  230  miles.  Furthermore,  the 
Grand  Trunk  had  water  competition  to  face.  When 
the  main  line  was  surveyed  the  route  chosen  lay  near 
the  leading  water-courses.  It  soon  developed  that  the 
railway  could  not  compete  successfully  with  water 
carriers.  Between  Montreal  and  Quebec  it  was  ad- 
mittedly impossible  for  the  railway  to  compete  for 
heavy  traffic  which  was  carried  by  water  a  distance  of 
180  miles  at  $1.00  a  ton.  "\ 

6.  Government  loans  Grand  Trunk. — The  first  is- 
sue of  the  stock  of  the  Grand  Trunk  had  been  sub- 
scribed twice  over.  By  1855,  however,  the  road  found 
that  it  could  not  obtain  money  except  at  ruinous  dis- 
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counts.  The  Government  loaned  the  railway  £900,- 
000  and,  in  1856,  postponed  its  lien  for  grants  already 
made  until  certain  bonds  had  been  issued  for  improve- 
ments. In  the  next  year,  the  government  again  post- 
poned the  lien  until  a  six  per  cent  dividend  on  common 
stock  was  earned. 

7.  Other  railway  construction. — During  the  period 
between  1849  and  1867,  in  addition  to  the  railways 
already  referred  to,  there  were  sixteen  others  con- 
structed.    A  comparison  of  the  completed  railway 
mileage  for  two  of  the  years  within  this  period,  1853 
and  1860,  shows  the  rapid  growth  which  was  attained. 
In  the  former  year  the  completed  mileage  was  205 
miles,  as  against  1,895  miles  in  the  later  year.     Of  the 
mileage  of  1860  the  Grand  Trunk  had  the  largest 
share,  830  miles,  followed  by  the  Great  Western  with 
331  miles. 

In  1867,  the  year  of  Confederation,  the  different 
colonies  now  grouped  under  the  name  of  Canada  had 
2,529  miles  of  railway  which  had  cost  in  round  num- 
bers $160,000,000.  Of  this  sum  the  different  colonies 
had  contributed  approximately  37  per  cent. 

8.  Intercolonial  Railway. — The  establishment  of 
the  Dominion  in  1867  brought  new  factors  into  the 
railway   field.     Despite   early   discouragements   the 
maritime  provinces  had  not  given  up  the  effort  to  se- 
cure rail  connection  with  the  more  inland  provinces. 
It  was  their  hope  to  make  Halifax  the  chief  port  of 
Canada.     During  the  earlier  period  of  its  history  the 
Intercolonial  Railway  was  known  as  the  Halifax  and 


CANADIAN  TRANSPORTATION  9 

Quebec.  The  aid  of  the  Imperial  Government  had 
been  sought  for  the  project  and  a  guarantee  had  been 
extended. 

The  maritime  provinces  insisted  as  a  condition  of 
their  entrance  into  the  Confederation  that  the  railway 
should  be  constructed  at  the  expense  of  the  New  Do- 
minion, and  this  insistence  found  its  acceptance  in  the 
Quebec  Resolutions  of  1864,  which  became  the  basis 
of  the  British  North  America  Act.  This  act  provided 
in  section  145: 

Inasmuch  as  the  Provinces  of  Canada,  Nova  Scotia  and 
New  Brunswick  have  joined  in  a  Declaration  that  the  Con- 
struction of  the  Intercolonial  Railway  is  essential  to  the 
Consolidation  of  the  Union  of  British  North  America  and 
to  the  Assent  thereto  of  Nova  Scotia  and  New  Brunswick 
and  have  consequently  agreed  that  Provision  should  be  made 
for  its  immediate  Construction  by  the  Government  of  Can- 
ada: Therefore,  in  order  to  give  effect  to  that  Agreement, 
it  shall  be  the  Duty  of  the  Government  and  Parliament  of 
Canada  to  provide  for  the  Commencement  within  Six  Months 
after  the  Union  of  a  Railway  connecting  the  St.  Lawrence 
with  the  City  of  Halifax  in  Nova  Scotia,  and  for  the  Con- 
struction thereof  without  intermission,  and  the  Completion 
thereof  with  all  practicable  Speed. 

9.  Construction  and  operation. — The  road  was  as- 
sisted from  the  proceeds  of  a  Dominion  loan  guaran- 
teed by  the  Imperial  Government.  The  choice  was 
open  of  a  line  along  the  boundary  of  the  United  States 
or  a  more  northerly  and  more  circuitous  one.  For 
political  and  military  reasons  the  longer  route  was 
chosen. 

Railways   previously   constructed   at  government 
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cost  in  the  maritime  provinces  which  were  constituent 
parts  of  the  system  were  declared  to  be  the  property  of 
the  Dominion.  Construction  work  was  completed  in 
1876  and  at  that  time  714  miles  were  in  operation 
which  had  been  constructed  at  a  cost  of  $34,363,896. 
By  the  acquisition  in  1879  of  the  Riviere  du  Loup  ex- 
tension of  the  Grand  Trunk,  the  Intercolonial  ob- 
tained a  western  terminus  at  Chaudiere  Junction. 
By  leases  and  by  traffic  agreements  it  obtained  in  1898 
entrance  into  Montreal. 

While  the  Intercolonial  showed  a  deficit  for  the  fis- 
cal year  1915  there  was  a  distinct  improvement  in  its 
condition  in  1916.  In  1917  the  operating  ratio  was 
90.9  per  cent.  The  government  railroad  has  never 
paid  the  interest  on  the  investment.  The  system  was 
built  as  a  political  work  and  any  attempt  to  put  it  on 
a  basis  of  reasonably  remunerative  rates  has  evoked 
reference  to  its  origin.  It  has  the  disadvantage  of  a 
circuitous  route,  248  miles  longer  between  Montreal 
and  St.  John,  than  the  Canadian  Pacific. 

10.  Comparison  of  Grand  Trunk  with  Great  West- 
ern Railway. — As  the  two  important  railroads  in  the 
Canadas,  both  the  Grand  Trunk  and  the  Great  West- 
f)  ern  were  competitors  for  the  transit  trade  across  the 
western  peninsula  of  Upper  Canada  between  the  east- 
ern and  western  States.  The  Great  Western  was  the 
more  favorably  located,  since  the  Grand  Trunk  had, 
in  addition  to  its  line  in  this  section,  a  line  in  the  East 
which  produced  very  little  business.  From  Toronto 
to  Quebec  the  Grand  Trunk  paralleled  Lake  Ontario 
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and  the  St.  Lawrence  River,  which  subjected  it  to  a 
keen  water  competition.  East  of  Quebec  the  line 
ran  thru  very  lean  territory.  One  of  the  earliest  diffi- 
culties the  Grand  Trunk  had  to  face  was  to  obtain 
freight  for  the  westbound  cars.  Altho  the  Grand 
Trunk  had  four  times  the  mileage  of  the  Great  West- 
tern  a  large  part  of  its  tributary  country  was  poor. 
A  comparison  of  the  net  earnings  of  the  two  railways 
in  1867,  after  deducting  operating  expenses  shows  the 
net  for  the  Grand  Trunk  as  $1,715  per  mile,  while  in 
the  case  of  the  Great  Western  it  was  $4,360. 

11.  Grand  Trunk  absorbs  Great  Western. — From 
time  to  time  attempts  were  made  to  lessen  competition 
between  the  Grand  Trunk  and  the  Great  Western  by 
agreements  of  various  kinds.     These  were  made  only 
to  be  broken.     Amalgamation  was  attempted  in  1876 
without  success,  and  in  1877  an  agreement  for  the 
maintenance  of  rates  was  reached.     They  finally  en- 
tered into  an  amalgamation  in  1883,  after  another 
road  had  sought  to  make  the  Great  Western  part  of 
a  thru  line. 

12.  Grand  Trunk  acquires  other  lines. — At  the  be- 
ginning of  1884  the  Grand  Trunk  acquired  control  of 
the  Midland  which  gave  it  a  connection  between  the 
upper  and  lower  Lakes.     It  was  expected  that  this 
would  give,  in  combination  with  the  Grand  Trunk, 
the  shortest  route  from  the  upper  Lakes  to  Montreal 
and  the  Atlantic.     Some  four  years  later  the  Grand 
Trunk  acquired  control  of  the  Hamilton  and  North 
Western,  and  the  Northern,  the  joint  system  em- 
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bracing  493  miles.  As  a  result  of  construction  and 
acquisition  between  1881  and  1890  practically  all  rail- 
way mileage  in  Ontario,  with  the  exception  of  that 
controlled  by  American  interests,  was  subdivided  be- 
tween the  Grand  Trunk  and  the  Canadian  Pacific. 

13.  Transcontinental  line. — The  next  step  in  Cana- 
dian railway  history  grew  out  of  the  demand  for  a 
transcontinental  line.     Such  a  line  had  been  projected 
at  a  very  early  date,  but  actual  construction  was  de- 
layed   until    1872.     In    the    previous    year    British 
Columbia  had  entered  the  Confederation,  and  as  a  con- 
dition of  so  doing  had  insisted  upon  the  building  of 
a  transcontinental  railway. 

Backed  by  the  prospect  of  a  land  grant  of  50,- 
000,000  acres  and  a  cash  subsidy  of  $30,000,000,  con- 
struction was  begun  as  a  private  work  in  1872.  _TJie 
ImperjaL  Government  had  guaranteed  interest^  at 
four  per  rent  on  a  loan  in  aid-nLthe  Canadian  Pacific 
and  J&^impimcment  of  the  Canadian  canals.  The 
construction  of  the  work  proceeded  slowly  .during  a 
period j3f_jndustrial  depression.  ^Political  changes 
made  the  outcojn£__of_jthe__jwo^ 
Further  efforts  were  made  to  obtain jcredit_frorn_the 
Imperial  government.  Failingjin  this  appeal  an 
endeavor  was  made  to  haveThe  Grand  Trunk  under- 
take thejvork,  but  without  success. 

14.  Cana3Sm~Paci}ic  to  build  and  operate  line. — 

1880  in  making 

to  construct  and  to  operate  the  line.     The  syndicate 


CANADIAN  TRANSPORTATION  13 

undertook  to  complete  the  work  in  ten  yearsjrom  the 
date  of  contract.  The_Cpmpany  was  to  receive  $25,- 
000,000  in  cash  and^^OoE^MlIcr^s^oTTaELd  in  tfie 
NorthwesfT  TT>e~  railway  and  its  capital  were  to  be 
exempt  from  taxation — dominion,  provincial  and 
municipalT"  Thejand  graTit  wasjpo  be  free  from  taxa- 

iojijLQLiwej^^^ 

the  Crown.  In  addition,  the  Government  gave  the 
713  miles  of  railway  which  werein^DarJ^constructed 
andjn _part  under  contract. 

The  new  company  was  incorporated  on  February 
17,  1881.  Construction  work  began  in  June  of  the 
same  year  and  the  last  rail  was  laid  November  7, 1885, 
the  line  being  opened  for  thru  traffic  on  June  28, 1886. 
The  railway  was  thus  constructed  in  one  half  the  time 
stipulated  in  the  agreement. 

15.  Eastern  connections. — The  original  charter 
provided  for  a  road  from  Callander  near  Lake  Nipis- 
sing  to  the  Pacific  coast.  It  authorized  the  company 
to  obtain  a  connection  with  the  city  of  Ottawa  thru  the 
acquisition  of  the  Canada  Central  Railway  and  also 
empowered  it  to  "hold  and  operate  a  line  or  lines  of 
railway  from  the  city  of  Ottawa  to  any  point  at 
navigable  water  on  the  Atlantic  seaboard,  or  to  any 
intermediate  point,  or  it  may  acquire  running  powers 
over  any  railway  now  constructed  between  Ottawa 
and  any  such  point." 

Before  actual  operations  began,  the  Canada  Cen- 
tral and  some  other  lines  had  been  acquired.  Friction 
with  the  Grand  Trunk  soon  developed.  The  latter 

XIV  c— 3 
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charged  that  the  Canadian  Pacific  was  departing  from 
the  original  plan  and  entering  into  competition  with 
the  Grand  Trunk.  The  position  of  the  Canadian  Pa- 
cific was  that  had  it  rested  with  the  completion  of  its 
main  line  across  the  continent  the  enterpise  would 
have  existed  "only  as  a  sickly  appendage  of  the  Grand 
Trunk."  The  opposition  of  the  Grand  Trunk  availed 
nothing  to  prevent  the  gradual  expansion  of  the 
Canadian  Pacific  in  eastern  Canada. 

16.  Monopoly  clause  in  Canadian  Pacific  charter. 
—The  policy  of  the  Canadian  Pacific,  according  to 
Sir  John  A.  Macdonald,  in  discussing  the  charter  of 
the  railway,  was  to  confine  trade  to  the  Canadian 
side  of  the  border  and  to  build  up  Montreal,  Quebec, 
Toronto,  Halifax  and  St.  John  by  means  of  one 
Canadian  line.  To  this  end  there  was  included  a 
monopoly  clause  in  the  legislation  which  provided  in 
substance  that  to  preclude  the  traffic  of  the  Northwest 
from  being  tapped  by  American  carriers,  for  twenty 
years  after  the  enactment  of  the  charter  legislation 
no  railway  should  be  chartered  within  fifteen  miles  of 
the  international  boundary.  And  the  Government 
undertook  to  maintain  this  prohibition  within  the 
period  stated  in  the  case  of  any  provinces  created  in 
the  future  in  the  Northwest. 

jp  17.  Traffic  facilities  for  western  wheat  areas. — The 
wheat-belt  of  the  Canadian  Northwest  begins  about 
400  miles  farther  west  than  the  eastern  limit  of  the 
wheat-belt  of  the  American  Northwest.  Compara- 
tively little  local  traffic  offers  between  Winnipeg  and 
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Fort  William.  \  The  Canadian  Pacific  line  around  the 
head  of  Lake  Superior  is  essentially  a  traffic  bridge. 
It  is  gradually  being  double-tracked,  which  will  en- 
hance its  haulage  capacity.  With  its  single-line  fa- 
cilities, it  handles  between  the  close  and  the  opening 
of  navigation  as  much  as  the  lake  boats  handle  in  ten 
days.  The  expansion  of  the  wheat  area  of  the  West 
intensified  the  demand  for  increased  outlet  to  the 
East. 

The  development  of  mining  activity  in  Southern 
British  Columbia  led  to  the  subsidizing,  in  1897,  of 
the  Crow's  Nest  Pass  extension  of  the  Canadian 
Pacific.  This  line  was  granted  a  subsidy  of  $11,000 
per  mile  to  construct  a  railway  from  Lethbridge  to 
Nelson,  a  distance  of  330  miles,  thus  affording  a  con- 
nection with  the  Kootenay  Lakes. 

18.  Subsidy  provisions  for  Canadian  Pacific. — It 
was  part  of  the  foregoing  subsidy  agreement  with  the 
Canadian  Pacific  that  the  rates  on  this  line  should  be 
subject  to  the  revision  of  any  regulative  tribunal  there- 
after created.  When  the  Canadian  Pacific  was  char- 
tered, the  general  railway  law  contained  a  provision 
that  rates  might  be  regulated  by  Parliament,  but  so 
as  to  produce  a  return  of  not  less  than  15  per  cent 
on  the  capital  actually  expended.  In  the  Canadian 
Pacific  charter,  10  per  cent  was  set  as  the  minimum; 
this  was  represented  as  an  extension  of  the  regulative 
power  of  Parliament.  However,  in  the  revision  of  the 
Railway  Act  of  1888,  the  15  per  cent  clause  was  struck 
out  and  the  10  per  cent  clause  remained  in  the 
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Canadian  Pacific  charter,  thus  exempting  its  rates 
from  reduction  until  this  figure  was  reached.  It  was 
now  made  a  condition  of  the  subsidy  that  reductions 
of  from  10  per  cent  to  33%  per  cent  should  be  made 
on  specified  commodities  moving  over  the  main  /line 
of  the  Canadian  Pacific. 

19.  The    MacKenzie    and    Mann    railways. — In 
Manitoba,  the  abrogation,  in  1888,  of  the  "monopoly" 
clause  had  been  followed  by  the  entrance  of  the 
Northern  Pacific  into  Winnipeg,  rate  concessions  also 
being  obtained.     The  desire  for  a  lower  rate  to  the 
Lakes  remained  unsatisfied.     In  1896,  MacKenzie 
and  Mann  obtained  the  charter  of  the  Lake  Manitoba 
Railway  and  Canal  Company,  a  line  which  had  been 
chartered  in  1889  and  which  had  been  voted  a  land 
grant  by  the  Dominion.     They  now  acquired  in  quick 
succession  the  charters  of  the  Winnipeg  and  Hudson's 
Bay,  the  Manitoba  and  the  South  Eastern,  the  On- 
tario and  Rainy  River,  and  the  Port  Arthur,  Duluth 
and  Western.     In  1898,  the  Greenway  administra- 
tion, which  had  thought  of  obtaining  an  independent 
outlet  from  Manitoba  to  Duluth,  decided  to  assist 
by  a  bond  guarantee  the  MacKenzie  and  Mann  line 
to  Port  Arthur.     The  consolidation  of  these  different 
properties  now  created  the  Canadian  Northern  Sys- 
tem. 

20.  Canadian  Northern  acquired  Northern  Pacific 
Lines  in  Manitoba. — In  1901,  the  Manitoba  govern- 
ment took  over  on  a  999-year  lease,  at  a  payment  of 

1,000  a  year,  the  354  miles  of  the  Northern  Pacific 
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within  Manitoba.  Thereafter,  these  lines  were  turned 
over  to  the  Canadian  Northern  which  assumed  the 
burdens  under  the  lease.  The  Government  now  guar- 
anteed interest  on  the  bonds  of  the  Canadian  North- 
ern between  Winnipeg  and  Port  Arthur.  The 
Canadian  Northern  engaged  to  give  reductions 
amounting  to  15  per  cent  of  its  tariff  rates  then  in 
force  on  articles  other  than  grain,  from  and  to  points 
in  Manitoba  to  Fort  William  and  Port  Arthur. 
Provision  was  also  made  for  a  10-cent  rate  on  grain 
from  Winnipeg  to  Port  Arthur.  The  Canadian 
Northern  from  Port  Arthur  was  completed  in  Feb- 
ruary, 1902,  and  in  April  of  the  same  year  the  re- 
duced rates  were  put  in  effect. 

The  acquisition  of  the  Northern  Pacific  lines  in 
Manitoba  increased  the  Canadian  Northern  mileage 
to  1,240  miles.  By  1903,  its  lines  had  crossed  out  of 
Manitoba  into  the  Northwest  territories.  It  has  been 
successful  in  enlisting  the  aid  both  of  the  Dominion 
and  of  the  Provinces.  In  British  Columbia,  it  has 
constructed  its  line  under  a  British  Columbia  charter, 
the  line  being  known  as  the  Canadian  Northern 
Pacific. 

21.  The  Grand  Trunk  Pacific  project. — On  No- 
vember 3,  1902,  the  Grand  Trunk  brought  before 
the  Dominion  government  a  proposition  for  the  con- 
struction of  a  line  of  railway  from  North  Bay  on  the 
Grand  Trunk  system  in  Ontario,  to  the  Pacific  Coast, 
at  or  near  Port  Simpson.  It  was  stated  that  a  second 
transcontinental  railway  was  necessary  in  order  to 
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handle  the  expanding  business  of  the  Northwest  and 
prevent  its  deflection  to  American  channels.  A  gov- 
ernment grant  of  $6,400  and  5,000  acres  of  land  per 
mile  were  asked  for. 

22.  Terms  of  the  charter. — In  1903,  charter  legisla- 
tion was  enacted.  In  this  legislation,  there  were  es- 
sential modifications  of  the  original  proposition.  In- 
stead of  providing  for  an  eastern  terminus  at  North 
Bay,  access  to  the  Canadian  seaboard  being  obtained 
therefrom  by  means  of  the  lines  of  the  Grand  Trunk 
and  the  Intercolonial,  it  was  now  provided  that  the 
line  was  to  be  continued  east  from  Winnipeg  to  Monc- 
ton,  New  Brunswick.  From  Winnipeg  to  the  Pacific 
Coast,  the  Grand  Trunk  Pacific  was  to  build  the  line. 
From  Winnipeg  to  Moncton,  it  was  to  be  built  as  a 
government  work,  under  the  name  of  the  National 
Transcontinental.  The  Government  undertook  to 
guarantee  interest  on  bonds  to  75  per  cent  of  the  cost 
of  construction,  but  not  exceeding  $13,000  per  mile 
on  the  prairie  section  and  $30,000  on  the  mountain  sec- 
tion. The  section  known  as  the  National  Transcon- 
tinental was  to  be  leased  on  completion  to  the  Grand 
Trunk  for  a  period  of  fifty  years ;  the  first  seven  years 
being  rent-free;  three  per  cent  per  annum  on  the  cost 
of  the  work  being  paid  as  rental  during  the  balance 
of  the  time.  The  Government  reserved  the  right  to 
grant  running  rights  over  either  or  both  sections. 
The  Company  agreed  that  all  freight  originating  on 
the  line  of  railway  or  its  branches,  not  otherwise  spe- 
cifically routed  by  the  shipper,  should,  when  destined 
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for  points  in  Canada,  be  carried  entirely  thru 
Canadian  territory;  that  the  thru  rate  on  export 
traffic  from  the  point  of  origin  to  the  point  of  destina- 
tion via  Canadian  ports  was  not  to  exceed  that  con- 
temporaneously in  force  by  the  United  States  ports; 
and  that  such  traffic  not  otherwise  specifically  routed 
by  the  shipper  was  to  be  carried  to  Canadian  ocean 
ports. 

The  terms  contained  in  the  legislation  of  1903  were 
regarded  by  the  Grand  Trunk  management  as  too 
onerous  considering  the  condition  of  the  money 
market  at  that  time.  A  re-arrangement  of  terms 
was  made  early  in  1904.  The  essential  modification 
was  that  in  the  case  of  the  bond  guarantee  on  the 
mountain  section,  the  maximum  limit  of  $30,000  was 
removed,  the  government  now  being  liable  for  a  bond 
guarantee  up  to  three-fourths  of  the  cost. 

23.  Grand  Trunk  shareholders  dissatisfied. — Altho 
the  shareholders  of  the  Grand  Trunk  were  assured  by 
Sir  Charles  Rivers  Wilson  that  "the  Grand  Trunk 
will  be  in  the  very  foremost  rank  for  securing  itself 
an  ample  participation  in  the  rich  traffic  both  east- 
bound  and  westbound  which  will  be  derived  from  the 
cultivation  of  this  vast  area  and  the  requirements  of 
its   constantly    growing    population,"    there    was    a 
strong  feeling  among  them  that  the  government  had 
not  been  sufficiently  generous;  and  it  was  not  with- 
out difficulty  that  their  acquiescence  was  obtained. 

24.  Grand  Trunk  Pacific  becomes  political  issue. 
— In  the  general  election  of  1904,  in  which  the  Lib- 
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erals  were  successful,  the  issue  was  the  government 
policy  in  regard  to  the  Grand  Trunk  Pacific.  The 
Conservative  leader  reaffirmed  his  belief  in  the  neces- 
sity of  government  ownership,  stating  that  the  people 
still  had  power  to  rescind  the  bargain,  and  that  if 
popular  sanction  was  given  to  the  agreement  it  would 
postpone  government  ownership  for  a  century.  The 
guarantees  of  an  all  Canadian  route  were  attacked 
as  illusory.  The  Liberal  Leader  said  the  route  to  the 
seaboard  was  necessary  to  make  Canada  independent 
of  American  lines.  He  affirmed  the  necessity  of 
private  ownership,  pointing  out  the  greater  elasticity 
of  private  ownership  in  the  matter  of  development  of 
traffic,  and  summed  up  his  position — "Governments 
can  build  railways — I  have  no  fault  to  find  with  that 
—but  governments  cannot  operate  railways." 

25.  Government  operation. — As  a  result  of  the  ad- 
verse fortunes  of  the  Grand  Trunk  Pacific,  the  Na- 
tional Transcontinental  is  at  present  operated  by  the 
Canadian  National  system.     It  extends  from  Monc- 
ton  to  Winnipeg,  embracing  a  mileage  of  1,993  miles, 
which  have  cost  $152,802,746,  or  an  average  of  $76,- 
632  per  mile.     For  the  fiscal  year  ending  June,  1917, 
it  had  an  operating  ratio  of  99.2  per  cent. 

26.  Other  systems. — Since  1899,  the  Great  North- 
ern system  has  built  up  a  mileage  in  Canada  of  ap- 
proximately 500  miles.     When  the  Crow's  Nest  Rail- 
way was  chartered,  there  was  a  strong  desire  in  British 
Columbia  for  a  railway  direct  from  the  Kootenay  to 
the  coast,  which  would  not  only  tap  the  mineral  re- 
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sources  of  the  Kootenays  but  also  develop  the  country 
west  of  this  to  the  Pacific  coast.  It  was  in  the  late 
nineties  that  James  J.  Hill  began  to  appreciate  the 
growing  trade  of  British  Columbia.  In  the  endeavor 
to  obtain  an  entry  into  Vancouver,  the  charter  of  the 
Vancouver,  Victoria  and  Eastern  was  obtained;  and 
by  means  of  this  and  other  controlled  lines,  an  en- 
trance was  made.  Progress  east  from  Vancouver  by 
way  of  the  Hope  Mountains  has  been  slow.  Its  con- 
struction in  British  Columbia  has  been  effected  by  the 
building  of  short  links  connecting  with  the  Hill  sys- 
tem in  the  United  States.  These  lines  also  extend 
into  Manitoba,  to  Brandon  and  to  Winnipeg. 

The  province  of  Ontario  owns  and  operates  the 
Temiscaming  and  Northern  Ontario,  which  extends 
from  North  Bay  to  a  junction  with  the  National 
Transcontinental  at  Cochrane.  This  system  has  now 
a  mileage  of  three  hundred  and  twenty-nine  miles  and 
was  built  at  a  cost  of  twenty  million  dollars. 

27.  Railway  War  Board. — The  necessity  of  a  uni- 
fied treatment  of  common  transportation  needs  led 
to  the  organization  on  October  23d,  1917,  of  the  body 
now  known  as  the  Railway  War  Board. 

This  organization  has  six  committees — war  and 
national  defence,  administration,  car  service,  pas- 
senger transportation,  tariffs  and  statistics  and  ma- 
terial and  supplies.  In  a  statement  made  to  Parlia- 
ment on  May  15,  1918,  the  Prime  Minister  in  endors- 
ing the  added  transportation  efficiency,  obtained  thru 
the  instrumentality  of  this  cooperative  effort,  during 
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the  preceding  autumn  and  severe  winter,  submitted 
a  communication  from  which  the  following  summary 
of  results,  as  presented  by  the  Secretary  of  the  organi- 
zation, is  taken : 

Fuel  conservation — saving  thru  reduced  passenger  serv- 
ices and  heavy  loading  of  cars  and  trains — 500,000  tons. 

Increased  movement  of  freight  by  diversions  during  con- 
gestions arising  from  unusually  severe  winter  weather,  516,- 
565  tons. 

Increase  in  delivery  of  empty  box  cars  from  United  States 
to  Canada — 14,360. 

Increased  efficiency  from  improved  handling  and  loading 
(estimated)  300,000  car  trips. 

Freedom  from  serious  congestion  in  both  Eastern  and 
Western  Canada  such  as  was  experienced  in  the  winter  of 
1916-17,  and  in  the  United  States  in  1917-18. 

Prompt  filling  of  requirements  of  overseas  transports  at 
ports  served  by  Canadian  railways. 

Increase  in  coal  deliveries  to  Canada  from  United  States, 
285,000  tons. 

28.  Expansion  of  the  Government  railway  system. 
— The  loan  made  to  the  Canadian  Northern  in  1916, 
which  is  referred  to  later,  did  not  terminate  its  diffi- 
culties. In  view  of  the  conditions  and  necessities  of 
railway  development  in  Canada,  a  special  Commission 
was  appointed  in  July,  1916,  to  make  a  general  stock- 
taking. The  Commission  was  to  report  on  the  gen- 
eral problem  of  transportation  in  Canada;  the  status 
of  the  transcontinental  railways  with  a  view  to  their 
transportation  and  financial  conditions  and  possibili- 
ties of  traffic  development ;  the  question  either  of  their 
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reorganization  or  acquisition  by  the  State;  and,  gen- 
erally, all  other  matters  deemed  relevant. 

The  Commission  was  to  be  constituted  of  A.  H. 
Smith,  of  the  New  York  Central;  Sir  H.  L.  Drayton, 
Chairman  of  the  Board  of  Railway  Commissioners 
for  Canada;  and  Sir  George  Paish.  As  the  latter 
was  unable  to  act,  his  place  was  taken  by  W.  M. 
Acworth. 

Two  reports  were  presented  in  April,  1917.1  Mr. 
Smith  in  his  minority  report  recommended  a  regional 
reorganization.  He  said: 

Let  the  Canadian  Pacific  alone;  let  the  Grand  Trunk 
operate  the  eastern  lines  now  held  by  that  company  and  the 
Canadian  Northern;  let  the  Canadian  Northern  operate 
the  western  lines,  now  held  by  that  company  and  the  Grand 
Trunk  Pacific  system;  let  the  Government  operate  the  con- 
nections or  procure  their  operation  by  private  com- 
panies. .  .  •' 

It  was  recognized  that  in  carrying  out  this  scheme 
further  Government  aid  might  be  necessary. 

The  majority  report,  known  as  the  Drayton- 
Acworth  Report,  reported  against  the  idea  of  direct 
Government  ownership  and  operation.  It  recom- 
mended the  creation  of  a  Board  of  Trustees  to  be 
known  as  the  Dominion  Railway  Company.  To 
this  was  to  be  transferred  the  management  of  the 
Canadian  Northern,  Grand  Trunk  and  Grand 

i  The  reports  contain  much  valuable  information  bearing  on  the  rail- 
way situation.  A  knowledge  of  them  is  absolutely  essential  to  an  under- 
standing of  the  existing  situation. 
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Trunk  Pacific.  It  was  also  recommended  that  the 
Intercolonial  and  National  Transcontinental  should 
be  transferred  to  this  body.  These  railways,  so 
transferred,  were  to  be  operated  as  a  united  system 
on  a  commercial  basis,  under  the  politically  undis- 
turbed management  of  trustees  "on  account  of,  and 
for  the  benefit  of  the  people  of  Canada."  The 
trustees  appointed,  in  the  first  instance,  by  the  Gov- 
ernment were  to  be  self -perpetuating.  In  sum,  the 
system  was  to  be  under  independent  commercial 
organization  with  the  Dominion  in  the  position  of 
financial  guarantor. 

The  recommendation  for  the  inclusion  of  the 
Grand  Trunk  and  the  Grand  Trunk  Pacific  looked 
not  only  to  the  needs  of  both  these  roads  but  also  to 
the  advantage  which  the  terminals  in  Eastern  Canada, 
e.  g.,  possessed  by  the  Grand  Trunk  would  give 
in  the  creation  of  a  system  which  from  the  stand- 
point of  operation  would  be  balanced  and  efficient. 
The  Drayton-Acworth  Report  recommended  the 
taking  over  of  the  Grand  Trunk  on  a  guaranteed 
yearly  payment.  While  the  Government  has  con- 
ducted negotiations,  the  two  lines  in  question  have 
not  changed  their  status. 

The  financial  needs  of  the  Canadian  Northern  con- 
tinuing and  the  Government  not  being  inclined  to 
make  further  advances,  it  was  decided  in  1917  to  take 
over  the  railway.  Provision  was  made  for  the  ac- 
quisition of  the  stock  and  the  determination  of  its 
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value  by  arbitration.     An  award  was  made  in  May, 
1918. 

On  September  18,  1918,  a  reorganized  Board  of 
Directors  was  appointed  by  the  Government.  The 
President,  D.  B.  Hanna,  had  been  Vice-President  of 
the  Canadian  Northern.  The  Government  is  repre- 
sented on  the  Board  by  the  Deputy  Minister  of  Rail- 
ways. By  Order-in-Council  of  November  20th, 
1918,  the  Canadian  Government  Railways  were 
placed  under  the  Management  of  this  Board. 

Each  of  the  railways  so  grouped  together  retains 
its  legal  entity  and  attendant  liabilities.  As  a  matter 
of  commercial  convenience  in  connection  with  bill- 
ing, ticketing,  etc.,  effective  January  1,  1919,  the 
common  name  of  "Canadian  National  Railways" 
applies  to  all  the  railways  under  the  Board  of 
Management. 

The  extent  of  the  mileage  and  the  avowed  inten- 
tion to  operate  the  system  as  a  commercial  venture 
free  from  political  interference  makes  the  new 
venture  in  government  ownership  one  of  the  most 
interesting  of  recent  railway  occurrences. 

29.  Concentration  of  railway  control. — Since  1867, 
there  has  been  a  steady  movement  towards  limiting 
the  number  of  railways.  Larger  companies  have 
eliminated  the  smaller  ones  by  absorbing  them.  This 
concentration  of  the  control  of  mileage  has  been,  in 
the  main,  along  the  lines  of  communication  running 
east  and  west. 
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The  extent  to  which  concentration  has  developed  is 
indicated  in  the  following  table,  which  shows  the  dis- 
tribution of  the  mileage  of  some  ninety-five  lines  of 
steam  railways  in  Canada: 

Percentage 
of  total 
mileage 

Canadian  Pacific 32.9 

Grand  Trunk  &  Grand  Trunk  Pacific ; 16.1 

Provincial  Government  lines : 

Temiscaming  &  Northern  Ontario,  and  New  Bruns- 
wick Coal  and  Railway 0.9 

Dominion  Government  lines: 

Intercolonial,    Prince    Edward    Island,    National 

Transcontinental,  Canadian  Northern 33.6 

Great  Northern  lines   1.6 

Canada  Southern  (Michigan  Central)    1. 

The  remaining  mileage  is  concerned  primarily  with 
short-haul  lines  of  local  interest. 

REVIEW 

Why  was  Upper  Canada  more  lavish  in  granting  railroad 
charters  than  Lower  Canada? 

State  the  circumstances  which  led  up  to  the  absorption  of  the 
Grand  Trunk  by  the  Great  Western. 

When  was  the  first  transcontinental  line  in  Canada  projected, 
when  started  and  by  whom  built  ?  What  part  did  the  Dominion 
play  in  its  construction? 

What  was  the  Monopoly  Clause  in  the  Canadian  Pacific 
charter?  What  subsidy  provisions  did  this  railroad  obtain? 

Discuss  the  Grand  Trunk  Pacific  project.  What  were  the 
salient  points  in  the  charter  granted  to  this  road?  How  were 
they  regarded  by  the  stockholders? 

Explain  the  scheme  of  railway  control  proposed  by  the 
Drayton-Acworth  Report. 


CHAPTER  II 

THE  GOVERNMENT  AND  THE  RAILWAYS 

1.  Railway  control. — The  British  North  American 
Act  gives  jurisdiction  over  railroads  situated  entirely 
within   one   province   to   that   province.     All   other 
roads  are  chartered  and  controlled  by  the  Dominion 
government,  arid  the  latter  also  has  the  right  to  de- 
clare any  railroad  located  entirely  within  another 
province  to  be  under  Dominion  control,  because  the 
railroad  is  for  the  "general  advantage  of  Canada." 

There  has  been  an  increasing  tendency  to  expand 
the  significance  of  the  phrase  "for  the  general  advan- 
tage of  Canada,"  and  many  purely  local  roads  have 
been  granted  Dominion  charters.  Jealousy  between 
the  Provincial  governments  and  the  Dominion  gov- 
ernment has  created  some  friction  in  railway  affairs, 
but  the  tendency  of  new  enterprises  is  to  obtain,  if 
possible  a  Dominion  charter  because  it  is  believed  to 
give  them  a  better  standing  in  the  markets  of  the 
world. 

2.  Government  aid. — There  is  scarcely  any  form 
of  government  aid  to  railway  construction  which  has 
not  been  tried  in  Canada.     Bonds  have  been  guaran- 
teed by  municipalities,  by  provinces,  by  the  Dominion 
and  the  Imperial  governments.     Railroads  have  been 
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constructed  directly  by  the  Provincial  and  Dominion 
governments,  at  public  expense.  Expensive  land 
grants  have  been  made  to  new  roads,  and  liberal  sub- 
sidies in  cash  have  been  granted.  Loans  have  been 

made  to  the  railroads  to  facilitate  the  work  of  con- 

• 

struction,  or  to  help  them  out  of  difficulties  of  opera- 
tion. \ 

3.  Government  advances  to  railways. — The  Grand 
Trunk  still  remains  a  debtor  to  Canada  for  the  en- 
tire amount  of  the  advances  made  to  it  before  Con- 
federation. By  an  act  of  1884,  the  Government's 
claim  was  placed  after  the  common  sfock  and  securi- 
ties of  the  company.  No  interest  has  been  charged 
against  the  company  since  1867.  The  Great  West- 
ern's obligations  were  settled  in  1868  by  approxi- 
mately 85  per  cent  of  the  total  indebtedness. 

In  1883,  the  Canadian  Pacific  found  itself  in  finan- 
cial difficulties.  Of  the  one  hundred  millions  of  cap- 
ital authorized,  fifty-five  millions  had  been  issued; 
and  in  the  depressed  condition  of  the  money  market, 
stock  could  not  be  disposed  of  at  any  remunerative 
price.  It  was  therefore  determined  to  deposit  a  sum 
with  the  Government  to  guarantee  the  payment  of 
dividends  for  ten  years  on  $65,000,000  of  stock  and  in 
this  way  enhance  the  value  of  the  stock.  Towards 
the  fund  the  Government  loaned  $7,390,912.  In 
1884,  a  further  temporary-  loan  of  $22,500,000  was 
made  to  the  company,  while  in  the  following  year 
there  was  a  loan  of  $5,000,000.  The  most  recent 
phase  of  the  situation  is  the  aid  given  to  the  Grand 
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Trunk  Pacific  and  the  Canadian  Northern  in  1916. 
The  Grand  Trunk  Pacific  received  a  loan  of  $8,000,- 
000,  repayable  on  demand  and  bearing  interest  at  six 
per  cent.  This  was  to  be  used  for  expenditure  made, 
or  to  meet  indebtedness  incurred  in  paying  interest 
upon  the  securities  of  the  company,  to  meet  deficit 
in  operation  and  for  the  purchase  of  rolling  stock. 
The  loan  is  secured  by  a  mortgage  on  the  under- 
taking. The  disposition  of  the  loan  is  subject  to  the 
direction  of  the  Governor-in-council.  The  assistance 
given  to  the  Canadian  Northern  was  in  the  form  of  a 
demand  loan  of  $15,000,000  bearing  interest  at  six 
per  cent,  and  secured  by  a  mortgage  on  the  under- 
taking of  the  Canadian  Northern.  It  is  subject  to 
similar  supervision. 

4.  Subsidies. — The  details  of  the  subsidy  assistance 
to  the  Canadian  Pacific  have  been  stated  already.  In 
1882,  a  new  phase  of  the  subsidy  policy  developed. 
In  entering  Confederation  each  province  surren- 
dered authorized  powers  in  regard  to  taxation  it  had 
hitherto  exercised.  They  were  unable  therefore  to 
give  the  same  attention  to  the  development  of  rail- 
ways, and  demanded  that  the  Dominion  government 
grant  subsidies  to  aid  in  railway  development.  It 
had  hitherto  been  understood  that  the  subsidy  policy 
was  reserved  for  the  main  trunk  lines  uniting  differ- 
ent provinces.  In  1882,  without  it  being  stated  that 
the  work  to  be  aided  was  for  the  general  interest  of 
Canada,  a  grant  of  $3,200  per  mile  was  made  to  vari- 
ous intra-provincial  lines. 

XIV 


30  INLAND  TRAFFIC 

In  1897  a  modification  of  the  cash  subsidy  policy 
was  made  whereby  the  normal  rate  of  $3,200  per  mile 
was  to  be  granted  when  the  road  cost  less  than  $15,000 
per  mile,  and  when  the  cost  was  in  excess  of  this  figure 
there  might  be  an  additional  subsidy  equal  to  50  per 
cent  of  the  excess,  but  not  exceeding  a  total  sum  of 
$6,400  per  mile. 

5.  Railway  construction  under  new  subsidy  policy 
of  1882. — In  the  majority  of  the  railways  constructed 
under  the  new  subsidy  policy,  practically  all  the  cash 
that  went  into  the  enterprise  was  obtained  from  the 
subsidies  and  the  bonds.  Often  the  terms  of  a  con- 
tract have  been  that  the  contractor  shall  take  the  Do- 
minion, provincial  and  municipal  subsidies  and  some 
percentage  of  the  bonds.  Sometimes  a  portion  of  the 
stock  has  been  thrown  in  as  "sweetening."  Of  the 
examples  available,  two  will  serve.  In  1886  a  con- 
tractor undertook  to  build  100  miles  of  the  Baie  des 
Chaleurs  for  $20,000  a  mile.  He  was  to  receive  sub- 
sidies amounting  to  $6,400  a  mile,  $13,600  a  mile  of 
first  mortgage  bonds,  and  one-half  the  capital  stock. 
In  1890,  an  investigating  committee  of  the  Legisla- 
ture of  Quebec  said  this  company  had  relied  entirely 
"on  the  money  to  be  obtained  from  the  government 
and  the  municipal  corporations  to  carry  on  their  enter- 
prise." This  road,  which  had  been  chartered  by  the 
Province  of  Quebec  in  1872,  had  received  from  the 
Dominion  and  the  Province  of  Quebec  $1,474,800  in 
aid  of  100  miles  of  railway.  In  1896,  the  company 
on  account  of  the  difficulties  in  which  it  found  itself, 
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proposed  to  transfer  the  railway  to  the  Dominion 
government.  The  Government  operated  it  from  De- 
cember, 1896,  to  May,  1897.  During  this  period,  the 
running  expenses  exceeded  the  receipts  by  200  per 
cent.  The  construction  contract  of  the  Brockville, 
Westport  and  Sault  Ste.  Marie  called  for  the  sub- 
sidies together  with  $25,000  per  mile  in  stock  and 
$2,5,000  in  bonds. 

The  attitude  of  the  Dominion,  which  was  shared  by 
the  Provinces,  was  that  the  granting  of  a  subsidy  to 
such  a  railway  as  has  been  spoken  of  was  not  to  be 
considered  as  the  expression  of  an  official  opinion  with 
reference  to  the  probable  success  of  a  railway.  For 
the  bondholder,  the  rule  was  caveat  emptor.  But 
governments  cannot  so  lightly  escape  the  conse- 
quences of  their  acts.  The  careless  granting  of  aid 
hurt  Canadian  credit.  While  the  Government  did 
not  concern  itself  with  the  raising  of  the  remaining 
portion  of  the  necessary  capital,  the  English  bond- 
holder regarded  the  Government  as  a  partner  in  the 
enterprise,  not  as  a  careless  distributor  of  largesse. 
The  plaint,  in  1889,  of  a  bondholder  of  the  Caraquet 
Railway  presents  the  bondholder's  point  of  view— 
"We  surely  had  a  right  to  assume  that  in  making  a 
free  gift  of  nearly  <£80,000  towards  the  construction 
of  the  line,  the  Dominion  and  New  Brunswick  gov- 
ernments were  satisfied  with  its  importance  and  would' 
see  that  the  money  was  properly  and  judiciously  ex- 
pended. .  .  ." 

0.  Land    grants,    subsidies    and    loans. — Earlier 
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history  shows  that  there  had  been  a  cooperation  of 
land  subsidies  and  cash  payments  outright.  The  Do- 
minion had  not  made  any  land  grants  since  1894. 
While  Ontario  has  made  a  land  grant  in  aid  of  the 
Canadian  Northern,  as  well  as  of  the  Algoma  Cen- 
tral, the  land  grant  system  no  longer  possesses  public 
favor.  The  following  table  gives  a  summary  of  the 
land  grants  made: 

Acres 

Dominion    31,864,074 

Quebec 1,681,690 

British  Columbia 8,119,221 

New  Brunswick    1,647,772 

Nova  Scotia 160,000 

Ontario     624,232 


Total    44,096,989 

The  figure  shown  for  Quebec  is  a  net  figure.  The 
total  grant  was  in  excess  of  23,000,000  acres.  Part 
of  this  had  been  taken  back  by  the  government  as  a 
cash  payment  per  acre;  part  has  lapsed.  There  re- 
mains the  figure  given  in  the  table. 

The  cash  subsidies  and  loans,  including  the  cost  of 
the  mileage  constructed  by  the  Dominion  and  handed 
over  to  the  Canadian  Pacific  syndicate,  which  have 
been  paid  are : 

Dominion    $185,493,913 

Ontario 9,669,236 

Quebec     12,333,196 

Nova  Scotia    6,987,849 

New  Brunswick   4,907,486 

British    Columbia    1,284,572 
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Manitoba    . $     2,878,887 

Municipalities     17,914,836 


Total    $241,469,975 

7.  Bond  guarantees. — Reference  has  been  made  to 
the  policy  of  bond  guarantees  of  which  extensive  use 
has  been  made  since  1897;  and  of  which  use  has  been 
made  not  only  by  the  Dominion  but  also  by  the  Prov- 
inces. A  summary  of  the  situation  as  of  June  30, 
1917,  is  presented  in  the  following  table: 


Authorized 

Dominion    $189,666,539 

Manitoba    25,519,553 

Alberta    59,495,500 

Saskatchewan    47,725,000 

Ontario     7,860,000 

British   Columbia    68,782,072 

New  Brunswick  7,763,000 

Quebec    280,000 


Bonds 

Guarantee 

executed 

earned 

$183,532,523 

$183,532,523 

25,519,553 

25,519,553 

45,120,450 

45,120,450 

28,095,345 

22,683,994 

7^60,000 

7,860,000 

60,964,599 

60,964,599 

7,763,000 

6,431,562 

280,000 

280,000 

Total     $407,091,664        $359,135,470        $352,392,681 

The  authorized  guarantees  represent  a  contingent 
obligation  of  $50  per  capita. 

8.  Kate  regulation. — In  the  early  days,  the  Cana- 
dian provinces  were  concerned  with  the  problem  of 
how  to  obtain  rapid  development,  and  while  railway 
legislation  contained  provisions  dealing  with  regula- 
tion, these  provisions  attracted  little  attention.  In 
1851,  the  Railway  Clauses  Consolidation  Act  provided 
that  tolls  were  to  be  fixed  by  the  directors  subject  to 
the  approval  of  the  governor-in-council,  and  that 
there  were  to  be  no  preferences.  It  was  ten  years 
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later  before  the  interest  in  rate  regulation  became 
more  concrete.  The  Grand  Trunk,  in  the  develop- 
ment of  its  system,  had  become  a  competitor  for 
United  States  business.  Flour  was  shipped  by  rail 
from  Chicago  to  Portland  and  thence  by  boat  to 
Boston.  The  rate  basis  was  low.  In  Upper  Canada 
there  were  complaints  that  local  rates  were  unduly 
high,  as  compared  with  these  thru  rates.  Rates  west- 
bound from  Montreal  were  low  as  compared  with  rates 
eastbound  from  Toronto,  and  this  was  deemed  to  the 
advantage  of  Montreal. 

The  interest  in  rate  questions  continued  and  was  in- 
tensified between  1880  and  1890  by  the  railway  amal- 
gamations in  Ontario.  The  old  belief  of  efficiency 
in  competition  as  a  regulator  of  rates  was  shattered. 

9.  Legislation. — During  this  period,  continued  ef- 
forts were  made  to  secure  legislation  regulating  rail- 
way rates.     It  was  not  until  1888  that  the  authority 
to  supervise  rates  was  given  to  the  railway  committee 
of  the  Privy  Council,  a  committee  composed  of  desig- 
nated members  of  the  cabinet  presided  over  by  the 
Minister  of  Railways  and  Canals.     Provision  was 
made  for  uniform  classification.     Rebates  and  other 
forms  of  discrimination  were  prohibited.     Complaints 
arising  with  reference  to  rates  were  to  be  dealt  with 
by  the  railway  committee. 

10.  Report  and  investigation. — The  question  of  the 
appointment  of  a  special  regulative  tribunal  came  up 
again  in  1896.     In  1899,  by  the  direction  of  the  Min- 
ister of  Railways  and  Canals,  a  special  report  on  the 
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operation  of  railway  commissioners  in  England  and 
in  the  United  States  was  prepared  by  the  writer.  In 
1901,  the  writer  was  appointed  a  special  commissioner 
to  investigate  the  existing  conditions  in  regard  to  rate 
grievances  in  Canada. 

11.  Report  on  rate  grievances. — The  report  of  the 
investigation  so  conducted  found  that  making  all  al- 
lowances for  differences  in  conditions,  many  non- 
competitive  rates  were  excessive  as  compared  with 
competitive  rates.  Great  dilatoriness  had  been  shown 
in  the  settlement  of  claims.  Under  the  Railway  Act, 
subject  to  the  outside  limit  fixed  by  the  maxima,  rates 
might  be  varied  at  will.  The  class  rates  of  the  rail- 
ways were  within  these  maxima.  The  railways  had 
exercised  the  right  to  vary  these  without  notice.  Dis- 
turbance to  industry  had  thus  been  caused.  Sudden 
changes  in  rates  had  sometimes  inflicted  losses  on  in- 
dividuals. In  cases  where  notice  had  been  given,  this 
had  been  done  as  a  matter  of  courtesy,  not  of  obliga- 
tion. In  the  creation  of  commodity  rates  there  had 
been  lack  of  principle.  The  rates  had  in  many  cases 
been  granted  simply  on  the  continued  urgency  of  the 
shippers  affected.  There  were  constant  complaints 
regarding  minimum  weights.  It  was  complained  that 
rates  on  American  shipments  into  Canada  had  been 
so  arranged  as  to  offset  the  geographical  advantages 
of  Canadian  producers.  Rates  on  short  distance  traf- 
fic had  been  so  high  that  commodities  had  to  be  moved 
by  wagon.  There  was  disproportion,  in  many  cases, 
between  the  carload  and  less-than-carload  rates. 
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It  was  recognized  that  the  organization  of  the  Rail- 
way Committee  put  difficulties  in  the  way  of  the  ef- 
fective control  of  rate  matters.  The  Royal  Commis- 
sion of  1886  recommended  that  the  process  of  the 
committee  should  be  supplemented  by  appointed  offi- 
cers who  should,  on  the  direction  of  the  committee, 
look  into  and  report  on  rate  grievances  as  they  arose 
in  the  different  sections  of  the  country.  This  sug- 
gestion was  not  acted  upon.  In  consequence,  all 
questions  which  arose  had  to  be  dealt  with  before  the 
Railway  Committee  in  Ottawa.  When  a  complaint 
arose  in  some  locality  at  a  distance  from  the  seat  of 
government,  the  distance  to  be  traveled  and  the  ex- 
pense involved  were  serious  obstacles  in  the  way  of  an 
effective  remedy. 

12.  Dual  functions  of  committee. — Another  diffi- 
culty had  faced  the  committee.  It  had  dual  func- 
tions— administrative  and  political.  Its  members 
were  primarily  concerned  with  political  functions. 
For  the  most  part,  they  came  to  the  deliberations  of 
the  committee  with  little  prior  technical  knowledge 
concerning  the  principles  of  railway  regulation.  The 
Minister  of  Railways  and  Canals  was  chairman  of 
the  committee.  In  matters  of  importance,  the  com- 
mittee did  not  feel  free  to  go  on  when  he  was  absent. 
In  fact,  he  was  the  committee.  When  there  was  a 
Minister  of  Railways  who  took  a  keen  interest  in 
the  matters,  the  committee  was  active;  otherwise 
not.  The  duality  of  function  of  the  members  of  the 
committee — each  member  being  head  of  a  depart- 
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ment — and  the  lack  of  contiguity  of  tenure,  on  ac- 
count of  the  exigencies  of  politics,  prevented  the  de- 
velopment of  a  consecutive  policy. 

13.  Report  recommended  Railway  Commission. — 
The  report,  after  reviewing  the  complaints,  concluded 
that  the  nature  of  the  Railway  Committee  and  the 
fact  that  it  was  not  a  migratory  body,  prevented  its 
looking  after  rate  matters  in  the  fullest  way;  and  it 
recommended  the  appointment  of  a  special  Railway 
Commission  as  essential  to  a  more  efficient  regula- 
tion. 

14.  Board  of  Railway  Commissioners  created.— 
The  Board  of  Railway  Commissioners  for  Canada 
was  constituted  under  the  Railway  Act  as  amended 
in  1903,  which  became  operative  February  1,  1904. 
As  organized,  the  Board  had  a  membership  of  three 

—a  Chief  Commissioner,  a  Deputy  Chief  Commis- 
sioner and  a  Commissioner.  In  1908,  there  was  a  re- 
organization providing  for  six  members — Chief  Com- 
missioner, Assistant  Chief  Commissioner,  Deputy 
Chief  Commissioner  and  three  Commissioners.  The 
qualifications  of  the  Chief  Commissioner  are  that  he 
is  or  has  been  a  Judge  of  a  Superior  Court  of  Canada, 
or  of  any  Province  of  Canada,  or  that  he  is  a  bar- 
rister or  advocate  of  at  least  ten  years  standing  at 
the  Bar  of  any  such  Province.  The  qualifications 
of  the  Assistant  Commissioner  are  the  same  as  those 
of  the  Commissioner.  The  qualifications  for  Deputy 
Chief  Commissioner  are  not  specified.  The  Commis- 
sioners are  appointed  for  a  term  of  ten  years  and  may 
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be  reappointed.     The  age  limit  is  seventy-five  years. 

15.  Power  of  Board  over  location,  construction  and 
operation. — The  Board  possesses  extensive  powers  in 
regard  to  location,  construction  and  operation  of  rail- 
ways.    It  approves  location  plans  before  construction 
begins,  grants  leave  to  cross  highways  or  railways, 
and  fixes  the  protection,  if  any,  at  such  crossings. 
In  the  case  of  railways  constructed  before  1909,  the 
cost  of  protection  at  crossings,  following  the  usual 
practice,  was  divided  between  the  municipality  and 
the  railway.     The  proportions  in  which  the  division 
was  made  varied  with  conditions.     Under  the  legisla- 
tion of  1909  any  railways  thereafter  constructed  are 
to  be  at  the  full  expense  of  any  protection  that  may 
be  ordered  by  the  Board. 

16.  Jurisdiction  over  rates. — The  Board  has  an  ex- 
tensive jurisdiction  in  regard  to  rates.     Passenger 
tariffs  are  divided  into  two  classes — standard  and 
special.     Freight    tariffs    are    divided    into    three 
classes — standard,     special     and     competitive.     All 
tariffs  are  required  to  be  filed  with  the  Board  and 
provision  for  publication  is  also  made.     When  a  spe- 
cial tariff  is  reduced,   three   days'  notice  must  be 
given.     When  it  is  increased,  there  must  be  thirty 
days'   advance  notice.     Standard  freight  and   pas- 
senger tariffs  are  subject  to  the   approval  of  the 
Board.     Special  and  competitive  tariffs  do  not  re- 
quire the  express  sanction  of  the  Board.     The  rates 
contained  in  such  tariffs  are  lower  than  the  standard 
tariff  rates.     The  competitive  tariffs  deal  with  the 
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tolls  to  or  from  specified  points  which  the  Board  may 
consider,  or  may  have  declared  to  be  competitive 
points  not  subject  to  the  long-and-short-haul  clause 
under  the  provisions  of  the  act.  The  Board  may  dis- 
allow any  tariff  which  it  considers  unjust  or  unreason- 
able, and  may  require  a  company  to  substitute  a  tariff 
satisfactory  to  the  Board,  or  it  may  prescribe  other 
rates  than  those  disallowed. 

Discriminations  between  persons  and  between  local- 
ities are  forbidden. 

In  the  revision  of  the  Railway  Act  of  1888  the  pro- 
vision by  which  Parliament  might  revise  rates,  but  not 
so  as  to  reduce  the  return  below  15  per  cent  on  the 
cost,  was  omitted.  The  return  in  the  case  of  the 
Canadian  Pacific  had  been  placed  at  10  per  cent,  in- 
stead of  15  per  cent,  which  left  it  open  for  the  railway 
to  plead  a  special  contract.  In  1904,  the  railway 
claimed  that  until  the  return  limited  on  the  cost  was 
reached,  the  Board  was  without  jurisdiction  over  its 
rates.  The  question  came  before  the  courts  in  1909, 
but  before  adjudication,  the  Canadian  Pacific  ac- 
quiesced in  the  Board's  control  over  rates  and  the 
question  has  not  been  raised  since. 

The  classification  of  freight  is  also  subject  to  the 
approval  of  the  Board. 

17.  Traffic  facilities  and  methods. — There  are  wide 
provisions  regarding  the  providing  of  reasonable  and 
proper  facilities  for  traffic,  and  requiring  the  inter- 
change of  traffic  between  railways.  Companies  whose 
railways  connect  may  be  required  to  agree  upon  joint 
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tariffs  for  a  continuous  route  over  both  lines;  and,  if 
they  cannot  agree  upon  the  amounts  of  their  rates  and 
the  division  thereof,  the  Board  is  empowered  to  deter- 
mine such  matters. 

The  Board  is  empowered  to  prescribe  forms  of  bills 
of  lading  and  the  conditions  under  which  goods  shall 
be  carried,  and  has  formally  approved  a  uniform  bill 
of  lading  for  use  by  railway  companies  and  shippers 
thruout  the  Dominion. 

18.  Express,  telegraph  and  telephone. — The  Act 
was  originally  concerned  with  railways.     Regulative 
powers  in  respect  of  express  telegraph  and  telephone 
companies  have  been  added.     The  jurisdiction  in  the 
cases  so  added  is  essentially  a  rate  jurisdiction  and  is 
not  as  wide  as  that  granted  in  the  case  of  railways. 

19.  Amended  Act  provides  for  grain  movement. 
—A  far-reaching  amendment  brought  about  by  the 
Board  was  made  in  March,  1916.     This  invested  the 
Board  with  authority  when  a  railway  company  failed 
to  provide  sufficient  facilities  to  move  grain  from  the 
western  provinces  to  the  elevators  at  the  head  of  Lake 
Superior  or  beyond,  after  the  close  of  Lake  navi- 
gation, to  require  any  other  railway  company  to  move 
the  grain.     The  rates  published  by  the  company  in 
default  should  apply  over  joint  routes  so  directed  by 
the  Board  and  be  apportioned  among  companies  as 
the  Board  might  direct. 

The  circumstances  leading  to  the  amendment  of 
the  Act  were  that  the  transportation  of  a  banner  crop 
of  grain  in  1915  (723,000,000  bushels  as  against  322,- 
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000,000  bushels  in  1914  and  503,000,000  bushels  in 
1913)  almost  swamped  the  railways.  Elevators  and 
temporary  granaries  were  not  sufficient  to  house  the 
grain,  and  much  of  it  had  to  be  moved  before  the 
spring  rains. of  1916  set  in.  The  usual  rule  is  that  a 
company  is  entitled  to  the  traffic  on  its  own  line  but 
no  railway  company  could  be  expected  to  move  the 
whole  crop  in  any  given  year  before  the  close  of  navi- 
gation. On  the  other  hand,  any  condition  of  trans- 
portation which  kept  the  western  farmer  from  mar- 
keting his  crop  until  the  following  June  or  July  was 
regarded  as  unreasonable.  The  Act  was  therefore 
amended  to  meet  the  situation. 

20.  Procedure. — The  Chief  Commissioner  presides 
and  his  opinion  on  any  question  which,  in  the  opinion 
of  the  Board,  is  a  point  of  law,  is  final.     In  his  ab- 
sence, the  Assistant  Chief  Commissioner  takes  his 
place;  and  in  the  absence  of  both,  the  Deputy  Chief 
Commissioner  presides.     When  so  presiding,  either 
of  the  latter  has  the  same  powers  as  the  Chief  Com- 
missioner. 

21.  Division  of  Board  into  two  sections. — The  leg- 
islation of  1908  provided,  as  a  matter  of  convenience, 
for  the  organization  of  the  Board  into  two  sections. 
This  is  not  a  hard-and-fast  division,  but  simply  a  di- 
vision of  convenience;  that  is  to  say,  any  three  Com- 
missioners, or  even  two,  may  hold  a  sitting  of  the 
Board.     Except  in  the  case  of  sittings  in  Ottawa,  it 
is  not  usual  for  more  than  three  Commissioners  to  sit. 
The  decision  of  the  three  so  constituting  a  section  is 
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accepted  as  a  decision  of  the  whole  Board.  Fur- 
ther, two  Commissioners  constitute  a  quorum;  conse- 
quently, if  two  Commissioners  are  agreed  at  the  sit- 
ting of  the  Board  as  above  explained,  their  decision 
is  the  decision  of  the  Board.  This  gives  the  Board 
a  much  more  elastic  organization.  For  example,  it 
is  customary  to  have  sittings  of  the  Board  in  Eastern 
Canada,  while,  at  the  same  time,  sittings  are  being 
held  in  Western  Canada.  On  more  than  one  occa- 
sion, on  account  of  pressure  of  business,  both  sections 
of  the  Board  have  held  sittings  on  the  same  day  in 
Ottawa. 

22.  Procedure  of  Board  informal. — The  Board  is  a 
court  of  record  and  has  an  official  seal.     In  the  de- 
velopment of  its  procedure,  however,  it  has  followed 
somewhat  informal  lines.     Since  organization,  it  has 
allowed  costs  in  only  two  cases.     While  lawyers  ap- 
pear  before   it,   the  parties   interested   may   decide 
whether  or  not  they  shall  be  represented  by  them. 
In  rate  cases,  it  is  customary  to  have  the  matters  in 
dispute  presented  by  traffic  representatives  of  the 
parties  concerned.     Rules  of  evidence  are  not  fol- 
lowed so  strictly  as  in  ordinary  courts. 

23.  Findings  of  Board  on  law  and  fact. — A  finding 
by  the  Board  on  a  question  of  fact  is  final.     In  de- 
termining any  question  of  fact  the  Board  is  not  bound 
by  the  previous  finding  or  judgment  of  any  other 
court.     Such  finding  or  judgment  is  taken  by  it  as 
prima  facie  evidence  only.     This  finality  as  to  fact 
covers  the  Board's  powers  with  reference  to  reason- 
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ableness  of  rates  and  discrimination.  If  there  is  a 
question  of  law  involved  in  an  order  issued  by  the 
Board,  the  Board  may  permit  the  applicants  to  ap- 
peal to  the  Supreme  Court.  If  it  is  believed  that 
the  Board  has  exceeded  its  jurisdiction,  the  parties 
affected  may  appear  before  a  judge  of  the  Supreme 
Court,  and  if  they  make  out  a  prima  facie  case  they 
will  be  permitted  by  him  to  bring  their  case  before 
the  Supreme  Court. 

There  may  be  an  appeal  both  on  facts  and  on  law 
to  the  Governor-in-council.  He  may  also,  of  his  own 
motion,  intervene  and  overrule  the  decision  of  the 
Board,  or  may  refer  the  matter  back  for  additional 
evidence  which  the  parties  may  desire  to  submit. 

In  the  period  from  February,  1904,  to  December, 
1918,  the  Board  had  formal  hearings  in  6900  cases, 
and  there  have  been  only  62  appeals  therefrom  with 
the  following  results: 

To  Supreme  To  Supreme  To  Gov- 

Court  on  Court  on  ernor-in- 

law  Jurisdiction  Council 

Dismissed    11  13  14 

Allowed  in  whole  or  in 

part 9  1 

Withdrawn    2  1  1 

Referred  back 1  .  .  2 

Pending 1  1  5 

In  sum,  there  have  been  appeals  in  0.9  per  cent 
of  the  cases  formally  heard.  In  less  than  one-sixth 
of  the  appealed  cases  has  the  Board  been  over-ruled. 

24.  What  the  Board  has  accomplished. — The  scope 
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of  the  applications  to  the  Board  is  wide.  To  refer  to 
the  matter  in  a  summary  way,  the  Board  has  author- 
ized demurrage  rules,  reduction  of  rates  in  Canada  be- 
cause of  discrimination  practiced  in  favor  of  Ameri- 
can thru  traffic,  regulation  in  express  and  telephone 
rates,  reduction  of  rates  in  Western  Canada,  and  has 
authorized  increases  of  freight  and  passenger  rates. 
It  has,  in  addition,  dealt  with  a  great  many  individual 
cases  or  rates,  under  the  headings  of  reasonableness 
and  discrimination  as  well  as  cases  affecting  facilities, 
long  distance  telephone  connection,  train  operating 
rules,  flag  station  facilities,  wire  crossing  rules, 
standard  regulations  as  to  locomotive  boilers  and  their 
inspection,  regulations  as  to  air-brakes,  hand-holds, 
dump  ash-pans,  etc. 

25.  Applications  and  complaints. — From  the  or- 
ganization of  the  Board  down  to  the  end  of  1918, 
some  63,000  applications  have  come  before  it.  Mat- 
ters submitted  may  be  dealt  with  either  formally  in 
hearings  or  informally  by  investigation,  report  or 
correspondence.  The  informal  procedure  predomi- 
nates. In  1918,  eighty  per  cent  of  the  applications 
made  were  so  dealt  with. 

In  various  instances,  complaints  in  which  it  has  no 
jurisdiction,  e.  g.,  claims  for  loss  and  damage,  come 
before  the  Board.  Here,  without  alleging  jurisdic- 
tion, the  matter  is  usually  brought  to  the  attention 
of  the  railway  concerned,  in  the  hope  that  thru  the 
Board's  good  offices  a  settlement  may  be  expedited. 
Many  requests  for  information,  e.  g.,  as  to  particular 
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rates,  come  in.  As  indicative  of  the  diversity  of  the 
complaints  coming  before  the  Board,  it  may  be  men- 
tioned that  for  the  year  ending  December,  1918,  the 
complaints  received  embraced  250  different  headings. 

REVIEW 

What  interpretation  has  been  taken  of  the  British  North 
American  Act  by  local  railroads  and  with  what  result? 

How  was  rate  regulation  regarded  in  the  early  days  of  Ca- 
nadian railroad  building?  What  change  was  brought  about  by 
the  Railway  Clauses  Consolidation  Act? 

Outline  the  powers  and  duties  of  the  Board  of  Railway  Com- 
missioners with  reference  to  rates  and  traffic  facilities. 

In  your  opinion  what  has  the  Board  accomplished? 
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CHAPTER  III 

DEVELOPMENT  OF  RAILWAY  FACILITIES  AND 
EQUIPMENT 

1.  Expansion  of  Canadian  railway  system.  —  The 
mileage  constructed  in  Canada  in  1912  was  equal  to 
three-fourths  of  that  constructed  in  the  United  States 
in  the  same  year.     While  railway  expansion  has  been 
fairly  general  in  Canada,  71  per  cent  of  the  railway 
mileage  built  in  1912  was  west  of  the  Great  Lakes. 
Putting  the  matter  another  way,  it  may  be  said  that 
for  every  day  of  the  year  there  was,  west  of  the  Great 
Lakes,  an  average  construction,  in  1909,  of  2.6  miles; 
in  1910,  of  3.11;  in  1911,  of  3.08  and  in  1912,  of  4.3 
miles. 

2.  Distribution  of  railway  mileage.  —  Analysis  of 
the  figures  of  railway  mileage  as  contained  in  the  gov- 
ernment returns  for  the  year  ending  June  30,  1915, 
shows  the  following  distribution: 

Provinces  Percentage  of  Percentage  of 

Population          Mileage 

Prince  Edward  Island      1 

New  Brunswick  .....       >          13.01  9.5 

Nova  Scotia  .......      J 

Quebec    ...........  27.8  12.3 

Ontario  ----  .......  35.02  28.9 

Manitoba    ......... 

Saskatchewan  ...... 


Alberta   ......  ^  ..... 

British  Columbia  ... 
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It  might  seem  that  in  proportion  to  population,  the 
section  west  of  the  Great  Lakes  is  well  supplied  with 
railways;  but  this  would  be  a  hasty  conclusion.  Of 
the  total  area  embraced  in  the  different  provinces, 
the  provinces  west  of  the  Great  Lakes  constitutes  57 
per  cent. 

The  following  table  summarizes  the  relation  be- 
tween population  and  mileage  in  the  different  Prov- 
inces : l 

Railway 

Province  mileage 

Prince  Edward  Island 278 

New  Brunswick    1,959 

Nova  Scotia 1,422 

Quebec    4,734 

Ontario    11,049 

Manitoba     4,194 

Saskatchewan     6,124 

Alberta    4,444 

British  Columbia    3,885 

Yukon    102 

3.  Potential  railway  traffic. — An  interesting  in- 
dex of  the  traffic  possibilities  of  an  agricultural  coun- 
try like  Canada  is  to  be  found  in  the  sum  total  of 
agricultural  production.  For  while  this,  on  account 
of  local  consumption,  will  be  much  in  excess  of  what 
moves  by  rail,  it  shows  the  maximum  possible  move- 
ment. 

Details  as  to  agricultural  production  and  as  to  live 
stock  are  given  in  the  following  summary: 2 

1  The  total  is  exclusive  of  413  miles  located  in  the  United  States. 

2  As  the  details  are  simply  illustrative  they  are  not  brought  down  to 
date. 


Miles  of  rail- 
way per  1,000 
sq.  miles 
127.5 

Population 
per  mile  of 
railway 
337.1 

70.2 

179.6 

66.4 

346.2 

6.7 

427.3 

27.1 

228.3 

16.6 

108.6 

24.3 

80.4 

17.4 

84.3 

10.9 

101 

0.05 

.... 
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TOTAL  LIVESTOCK 

Provinces  Head  Percentage 

Prince  Edward  Island 270,876  1.90 

Nova    Scotia    595,460  4.18 

New   Brunswick    447,488  3.14 

Quebec     2,892,708  20.35 

Ontario     4,998,303  35.16 

Manitoba    936,132  6.58 

Saskatchewan     1,929,990  13.62 

Alberta     1,857,021  13.05 

British  Columbia    284,685  2.02 


14,212,663 

Between  1911  and  1915,  there  was  a  decrease  of 
700,000  head.  There  were  increases  in  horses  and 
milch  cows,  and  decreases  in  other  cattle,  sheep  and 
swine. 

FARM  PRODUCTS,  EXCEPT  LIVESTOCK 

Provinces  Tons  Percentage 

Prince  Edward  Island 779,641  1.91 

Nova  Scotia   1,271,537  3.13 

New   Brunswick    1,185,742  2.92 

Quebec    5,898,113  15.25 

Ontario     12,099,676  29.60 

Manitoba 5,080,373  12.53 

Saskatchewan    9,395,747  23.15 

Alberta     4,168,026  10.25 

British   Columbia    673,847  1.26 


40,532,702 

The  totals  show  an  increase  of  11  per  cent  over 
1910.  There  are  decreases  in  the  eastern  Provinces 
and  increases  in  the  western  Provinces.  In  1910, 
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the  eastern  Provinces  produced  28.2  millions  of  tons 
and  the  western  7.1  millions  of  tons  of  farm  products; 
in  1915,  the  figures  were  21.2  and  19.3  millions  of 
tons  respectively. 

These  figures  do  not  include  fruits,  home-made 
cheese  and  butter,  which  figures  are  not  available  for 
the  inter-censal  years.  The  omitted  quantities  would 
make  about  one  per  cent  difference. 

4.  Actual  traffic. — Of  course,  the  potential  traffic 
differs  in  such  items  as  have  been  quoted  from  the 
actual  traffic.     The  traffic  returns  for  1915  show  that 
the  tonnage  of  agricultural  products  transported  was 
40  per  cent  of  that  given  in  the  preceding  statement. 

5.  Freight  traffic.— Between  1907  and  1917,  the 
total  freight  traffic  of  Canadian  railways  has  increased 
by  98  per  cent  from  63.8  to  121.9  millions  of  tons. 
In  the  same  period,  agricultural  products  carried  in- 
creased 163  per  cent,  products  of  mines  130  per  cent, 
and  manufactures  174  per  cent.     The  following  table 
shows  the  percentage  importance,  for  a  period  of 
years,  of  the  leading  articles  carried: 

1919  1913  1914  1915  1916  1917 

Products  of  Agriculture..  19-30  16.31  18.11  18.79  24.72  20.61 

Products  of  Animals 3.53  3.01        3.29  3.75        3.56  3.26 

Products  of  Mines 35.18  38.16  37.73  37.89  34.52  34.90 

Products   of    Forests 15.82  15.75  15.79  16.03  15.10  15.66 

Manufactures     18.16  18.68  16.62  14.76  15.38  17.99 

Merchandise    3.03  4.14        5.43  6.04        4.22  4.98 

Miscellaneous    4.94  3.95        3.03  2.74        2.50  2.60 

Products  of  agriculture,  of  the  mines  and  of  the 
forests  are  the  most  important  in  point  of  tonnage. 
In  the  increase  of  tonnage  of  1917  over  1907,  these 
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three  classes  are  responsible  for  92  per  cent  of  the 
increase. 

6.  Commodities  carried  by  railway  systems. — The 
distribution  of  carriage  of  commodities  among  the 
leading  railway  systems  is  given  in  the  following  table : 

DISTRIBUTION  OF  CARRIAGE  OF  COMMODITIES   AMONG 
LEADING  RAILWAY  SYSTEMS 

IR.C.  G.T.R.  M.C.R.  C.P.R.  C.N.R. 

Per  cent.  Per  cent  Per  cent.  Per  cent.  Per  cent. 

Products  of  Agriculture 14.0  18.7  26.09  26.3  19.7 

Products  of  Animals 2.9  5.1  6.03  4.7  2.1 

Products  of  Mines 29.7  34.3  33.6  29.2  26.1 

Products  of  Forests 25.2  12.1  4.3  15.4  31.3 

Manufactures    19.6  16.9  27.2  15.7  7.1 

Merchandise     4.08  6.6  ...  7.6  10.5 

Miscellaneous    4.552  6.7  2.88  1.1  3.2 

7.  Passengers  carried. — The  passengers  carried  in 
1917  were  53.7  millions  as  compared  with  32.1  mil- 
lions in  1907,  an  increase  of  67  per  cent. 

8.  Tonnage  sources. — The  source  of  the  tonnage 
is  of  interest  as  bearing  on  the  revenues  of  the  rail- 
ways, for  where  traffic  is  received  from  connecting 
carriers  the  line  receives  a  division  of  the  rate  instead 
of  the  total  rate.     Of  the  total  tonnage,  55.06  per 
cent  originated  on  the  line  carrying  the  traffic;  19.2 
per  cent  was  received  from  Canadian  connections; 
while  25.78  per  cent  was  received  from  United  States 
connections.     The  percentages  differ  as  between  the 
roads   themselves.     For    example,    in    the    case    of 
the  Temiscouta  and  the  Algoma  Central,  two  of 
the  smaller  roads,  the  percentages  of  tonnage  orig- 
inating on  the  lines  were  respectively  89.6  and  95.8. 
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The  Grand  Trunk  and  the  Michigan  Central  (Canada 
Southern)  handle  large  amounts  of  tonnage  from 
United  States  connections,  with  resultant  low  ton- 
mile  earnings  on  a  large  volume  of  low  grade  ton- 
nage. The  other  lines  find  the  traffic  from  United 
States  connections  relatively  less  important. 

The  following  table  presents  a  summary  statement 
of  the  source  of  tonnage  for  the  more  important  lines. 
The  figures  are  expressed  in  percentages. 

Tonnage  original-          Tonnage  from  con-  Tonnage  from 


ing  on  line  car- 

necting Canadian 

United  States 

rying  the  traffic 

carriers 

connections 

C.P.R  72.02 

22.8 

5.18 

C.N.R  

79.6 

19.07 

1.99 

I.R.C  

80.1 

19.9 

.  • 

G.T.R  

43.7 

12.07 

44.33 

M.C.R.     .  .  . 

12.3 

6.8 

71.99 

The  Michigan  Central,  the  Grand  Trunk,  the 
Wabash  and  the  Pere  Marquette  are,  as  might  be  ex- 
pected from  their  location,  the  lines  most  interested 
in  receiving  traffic  from  the  United  States  roads, 
the  amount  so  received  by  them  being  76  per  cent 
of  the  total  amount  of  tonnage  received  by  all 
Canadian  roads  from  United  States  roads. 

9.  Railway  mileage  of  Canada. — In  the  year  1917, 
Canada,  with  some  8,000,000  of  a  population,  had 
38,604  miles  of  railway.  Among  the  countries  of  the 
world  this  is  exceeded  only  by  the  railway  mileages 
of  the  United  States,  Russia,  and  Germany.  The 
average  stock  outstanding  per  mile  is  $25,000.  In 
1917  of  the  872  millions  outstanding  58  per  cent  paid 
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no  dividends.  The  average  return  on  dividend  paying 
stocks  was  7.3  per  cent  or  an  average  of  3.02  per  cent 
on  all  stocks.  Down  to  Confederation,  there  were 
2,278  miles  of  railway  constructed.  In  the  single 
year  ending  December,  1912,  an  equivalent  mileage 
was  added.  In  the  year  1914-15  alone,  5,000  miles 
were  added.  The  problem  that  now  faces  Canada  is 
one  of  development  up  to  the  recent  and  rapid  ex- 
pansion of  railway  net-work. 

10.  Improvements  in  roadbed  and  rolling  stock. — 
The  effect  of  improved  track  and  rolling  stock  is  con- 
cerned with  the  net  profit  of  operation  rather  than 
with  the  rate  actually  charged.  But  it  has  an  indi- 
rect effect  upon  the  rate  in  that  it  adds  to  what  the 
railway  can  do  in  its  operation  and,  therefore,  gives 
it  an  advantage  in  point  of  such  rate  reductions  as  are 
brought  about  by  the  factors  lately  outlined.  Fur- 
ther, it  enables  a  large  volume  of  business  to  be 
handled  more  economically. 

The  56-pound  rails  of  the  early  seventies  have  been 
replaced  with  80,  90  and  even  100-pound  rails, 
thereby  enabling  heavier  rolling  stock  to  be  carried. 
In  the  endeavor  to  carry  heavy  trainloads,  thereby 
lessening  unnecessary  engine  mileage,  railways  are 
now  building  on  easy  grades  and  curves.  Heavy 
grades  and  sharp  curves  lessen  tractive  efficiency. 
The  Canadian  Pacific,  which  had  a  4.4  grade  on  the 
Field  Hill,  has  by  tunnel  construction  cut  this  in 
two,  thereby  doubling  engine  efficiency.  The  Grand 
Trunk  Pacific  has  been  built  on  a  .4  grade.  The 
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extensive  improvements  by  the  Canadian  Pacific  in 
the  Rocky  Mountain  territory  result  in  increased  effi- 
ciency and  tend  to  offset  the  haulage  advantages  of 
the  easy  grades  of  the  new  lines. 

Engines  have  increased  in  weight  and  tractive 
efficiency.  A  Grand  Trunk  engine  built  in  1872 
weighed,  with  its  tender,  62  tons.  The  present  Mi- 
kado type  weighs  220  tons. 

11.  Increased  size  of  freight  cars. — The  size  of 
freight  cars  was  increased  during  the  early  seventies 
after  the  abandonment,  both  in  the  United  States  and 
Canada,  of  the  narrow-gauged  lines.  In  the  endeavor 
to  introduce  economies,  increase  in  carrying  capacity 
was  looked  to.  In  1876,  the  standard  capacity  of  the 
ordinary  box  car  was  fifteen  tons.  Today  the  fifteen- 
ton  car  has  practically  disappeared. 

The  following  table  summarizes  the  distribution  of 
the  box  car  equipment  of  the  Grand  Trunk: 


CAPACITY 

30,000  Ibs. 

40,000  Ibs. 

60,000  Ibs. 

80,000  Ibs. 

Date 
1906  

per  cent, 
of  total 
457 

per  cent, 
of  total 
34.58 

per  cent, 
of  total 
60.85 

per  cent, 
of  total 

1911  

0.31 

15.14 

84.55 

1916  

0.09 

0.98 

74.19 

24.74 

1917  

006 

0.92 

73.50 

25.52 

1918.. 

0.06 

0.85 

71.10 

27.98 

12.  Car  loading. — The  thirty-ton  car  may  be  re- 
garded as  the  standard  general-purpose  car  today. 
The  larger  cars  are  used  for  heavy  bulk  commodities. 
Under  the  railway  rules,  a  car  may  be  loaded  10  per 
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cent  above  its  marked  capacity.  But  the  extent  to 
which  railroad  freight  cars  can  be  loaded  nearly  to 
their  carrying  capacity  depends  on  commercial  con- 
ditions, and  on  whether  tonnage  can  be  held  until  a 
maximum  load  is  obtained  in  the  car/ 

From  the  standpoint  of  the  railway  there  is  not 
only  the  advantage  of  the  larger  amount  which  can  be 
handled  in  the  larger  car,  thus  economizing  in  engine 
and  train  mileage ;  there  is  also  an  increase  in  the  pay 
weight  per  car. 

An  interesting  example  of  the  economies  in  this  re- 
spect is  afforded  by  the  comparative  experience  of  the 
Canadian  Pacific  for  the  month  of  January  in  1917 
and  in  1918,  in  the  movement  to  St.  John,  New  Bruns- 
wick. The.  fact  that  95  per  cent  of  the  cars  concerned 
contained  export  freight  facilitated  heavy  loading  in 
view  of  the  ocean  tonnage  conditions  existing.  In 
1918,  the  average  load  per  car  was  32.3  tons  as  com- 
pared with  26.4  tons  in  1917.  This  on  the  same  move- 
ment meant  a  saving  in  use  of  1,313  cars,  a  lessened 
coal  consumption  of  7,336  tons,  and  in  addition  there 
were  savings  in  labor  and  repair  costs. 

On  overseas  export  freight  during  1918,  the  general 
rule  of  the  Canadian  Pacific  has  been  that  cars  must 
be  loaded  to  full  carrying  capacity.  Negotiations 
took  place  between  the  railways  and  the  shippers  with 
reference  to  increased  loading.  It  was  represented 
that  it  was  necessary  to  do  everything  possible  to  ob- 
tain heavy  car  loading  to  conserve  car  supply,  with 
a  view  to  meeting  the  expected  heavy  demand  during 
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the  fall  and  winter.  By  August,  1918,  as  a  result  of 
these  negotiations,  there  was  a  substantial  agreement 
as  to  the  necessity  of  the  increased  loadings.  As  a  re- 
sult, increased  weights  became  effective  on  some  one 
hundred  articles  moving  on  commodity  tariffs.  The 
increases  varied  in  amount  but  are  roughly  equivalent 
to  12  per  cent.  The  representatives  of  the  shippers 
emphasized  that  their  agreement  was  for  the  duration 
of  the  war  only. 

An  incident  of  importance  in  connection  with  the 
use  of  a  larger  car  and  attendant  concentrated  load- 
ing is  that  the  tare  or  weight  of  the  car  itself  does  not 
increase  in  the  same  ratio  as  carrying  capacity.  The 
report  of  a  special  Committee  of  the  British  Ministry 
of  Reconstruction  has  recently  dealt  with  the  question 
of  standardization  and  uses  the  following  language : 

We  would  call  attention  to  the  amount  of  dead  weight  car- 
ried on  British  railways.  The  tare  of  an  eight-ton  wagon, 
built  to  the  Clearing  House  Regulations  is  70  per  cent  of  the 
load  as  against  the  40  to  45  per  cent  of  the  wagons  of  other 
countries. 

Taking  larger  cars,  out  of  the  total  loaded  weight 
the  tare  of  the  20-ton  car  is  41  per  cent;  of  the  30-ton 
car,  35  per  cent ;  of  the  40-ton  car,  32  per  cent ;  of  the 
50-ton  car,  30  per  cent. 

13.  Advantages  of  electric  traction  over  steam. — 
Electric  traction  has  so  far  been  chiefly  concerned 
with  passenger  hauls,  either  on  street  car  or  inter- 
urban  lines. 

Steam  power  is  uneconomical  in  that  only  a  rela- 
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tively  small  number  of  heat  units  are  utilized.  In 
favor  of  electric  traction,  it  is  claimed  that  when 
power  is  generated  by  fuel  there  is  a  reduced  fuel 
bill — hence  a  greater  distance  obtained  per  ton;  the 
expense  of  enginemen  is  reduced ;  the  efficiency  of  the 
terminals  is  increased,  since  the  ordinary  cervices  of 
coaling  and  watering  for  engines  is  not  necessary  at 
terminals.  It  is  claimed  further,  that  there  is  in- 
creased power  during  cold  weather  for  the  reason  that 
the  electric  motor  is  more  efficient  in  cold  weather 
than  in  hot.  There  is  increased  tractive  power,  maxi- 
mum tractive  effort  being  obtained  from  the  start; 
and  there  is,  also,  a  reduction  in  manual  labor. 
Whether  or  not  electric  traction  will  be  used  depends 
primarily  on  the  volume  of  traffic  moving.  If  there 
is  a  large  volume  of  traffic,  it  will  pay  to  instal  the 
new  system  which  will  give  reduced  costs  on  each  unit 
moved.  If,  however,  the  volume  is  light  or  fluctuat- 
ing, it  may  be  more  economical  to  use  extra  pusher 
engines  since  these  engines  can  be  used  on  other  sec- 
tions of  the  system;  while,  with  the  electric  installa- 
tion, or,  for  that  matter,  with  any  other  permanent 
haulage  improvement,  there  are  continuing  overhead 
expenses  attaching  to  the  section  improved,  regardless 
of  the  fluctuations  in  volume  of  traffic. 

14.  Economy  in  operation. — Various  tests  of  eco- 
nomical operation  present  themselves.  With  increase 
or  decrease  in  revenue  ton-miles,  how  does  the  reve- 
nue freight  locomotive  mileage  compare?  A  recent 
report  of  the  Boston  and  Maine  shows  an  increase  of 
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22.6  per  cent  in  revenue  ton-miles,  with  only  an  in- 
crease of  14.2  per  cent  in  freight  locomotive  miles. 
The  significance  of  the  freight  locomotive  miles  is 
concerned  not  only  with  the  capital  cost  and  deprecia- 
tion of  the  locomotive  producing  these  miles,  but  also 
with  the  fuel  consumption. 

The  cost  of  fuel  is  a  large  item  in  the  expense  of 
railway  operation.  In  1916,  the  cost  of  coal  repre- 
sented 15  per  cent  of  the  operating  expenses  of  Cana- 
dian railways.  In  1917,  the  consumption  in  Canada 
per  100  freight  locomotive  miles  was  8.23  tons,  costing 
$29.87.  With  a  slightly  less  consumption  per  unit 
in  1917  than  in  1913,  the  cost  was  18  per  cent  greater. 
The  variation,  on  a  locomotive  mile  basis,  for  different 
types  of  traffic  during  1917  may  be  put  in  a  tabular 
form.1 

Consumption  Cost  per  loco-  Per  cent. 

Class  of                      per  locomotive  motive  mile  of  fuel  con- 
locomotive                      mile  in  Ibs.  in  cents  sumption. 

Freight   164  29.8  56.2 

Passenger    96  17.5  21.01 

Switching     99  18.6  14.4 

Other  tests  that  may  be  considered  are:  Is  there 
an  increase  in  revenue  tons  per  freight-train  mile? 
Is  there  an  increase  in  the  train-load?  Is  there  an 
increase  in  revenue  tons  per  loaded  revenue  car-mile? 

For  calendar  year  periods,  the  returns  of  the 
Canadian  Pacific  repay  analysis.  The  ton-mile  rate 
for  1917  was  6.9  mills  as  compared  with  6.8  mills  in 
1915.  Between  1915  and  1917,  the  average  loading 

i  Computations  for  mixed  and  special  locomotive  mileages  are  omitted. 
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per  loaded  car  increased  from  21.57  tons  to  26.19 
tons — an  increase  of  21  per  cent.  The  average  train 
load  increased  in  the  same  period  from  469  tons  to 
538  tons — an  increase  of  14  per  cent.  One  factor  of 
economy  is  the  rule  as  to  slower  movement  of  freight 
which  has  been  operative  for  a  number  of  years. 
Under  this  there  is  now  a  time-table  rule  that  no 
freight  train  is  to  run  a  mile  in  less  than  two  minutes. 
The  economies  of  heavier  loading,  comparing  1917 
with  1916,  are  shown  in  the  fact  that  while  the  freight 
tonnage  in  the  former  year  was  slightly  larger  than 
in  1916,  there  being  an  increase  of  3.4  per  cent,  there 
was  a  decrease  of  3.7  per  cent  in  freight  train  mileage. 

While  the  Canadian  Pacific  favors  low  speeds  in 
freight  movement,  the  Michigan  Central,  on  account 
of  the  nature  of  its  freight  movement,  is  a  high  speed 
road.  The  Grand  Trunk  is  midway  between  these 
two  positions. 

15.  How  earnings  are  measured. — In  measuring 
the  earnings  received  for  freight  and  for  passenger 
service,  it  is  the  custom  in  most  countries  to  use  statis- 
tical units  known  as  ton-miles  and  passenger-miles. 
The  ton-mile  is  made  up  of  the  total  number  of  tons 
hauled,  multiplied  by  the  average  distance  hauled. 
Similarly,  the  passenger-mile  is  made  up  of  the  total 
number  of  passengers,  multiplied  by  the  average  haul. 
By  dividing  freight  earnings  by  revenue  ton  mileage, 
the  receipts  per  ton  per  mile  are  obtained ;  and  by  di- 
viding passenger  earnings  by  revenue  passenger  mile- 
age, the  receipts  per  passenger  per  mile  are  obtained. 
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REVIEW 

Give  in  order  of  their  importance  the  products  carried  by 
Canadian  railroads.  Which  has  shown  the  greatest  percentage 
of  increase  in  the  period  1910-1915? 

From  what  sources  was  total  tonnage  received  by  Canadian 
railroads  and  in  what  proportions? 

What  has  been  the  effect  of  improved  track  and  rolling  stock 
on  railroad  rates? 

Discuss  some  of  the  advantages  which  electric  traction  has 
over  steam. 

How  would  you  determine  the  ton  mile;  the  passenger  mile? 
How  are  ton-mile  receipts  and  passenger-mile  receipts  deter- 
mined ? 


CHAPTER  IV 

PRINCIPLES  OF  FREIGHT  CLASSIFICATION 

1.  Classification     fundamental. — A     shipper     of 
freight  must  acquaint  himself  with  the  freight  classifi- 
cation and  the  class  tariffs.     In  many  cases  he  must 
consult  commodity  tariffs  as  well.     Class  tariffs  and 
commodity  tariffs  are  considered  in  the  next  chapter. 
A  classification  is  a  ready  reference  list  of  the  articles 
of  freight  which  a  railway  holds  itself  out  to  carry  for 
the  public  offering  traffic. 

Logically  and  historically,  the  striking  of  the  rate 
comes  first;  but  in  practice  today  the  classification 
comes  first.  Industry  has  become  very  complex  and 
the  articles  offered  for  carriage  are  many  and  diversi- 
fied. It  is  obvious  that  to  carry  in  a  tariff  by  specific 
reference,  the  names  and  rates  of  the  commodities 
which  the  railways  hold  themselves  out  to  carry  would 
make  the  tariffs  exceedingly  voluminous. 

2.  Early  tariff  classification. — Even  in  early  traffic 
conditions   it  was   recognized   that,   altho   the   arti- 
cles and  rates  to  be  carried  might  be  included  in  a 
single  sheet,  there  must  be  some  system  of  grouping 

,and  differentiation  of  charge.  The  first  tariff  sheet 
in  the  United  States  was  issued  August  27,  1816,  by 
the  Lake  Champlain  Steamboat  Company,  and  set 
out  the  following  articles  and  rates: 

60 
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Pot  and  pearl  ashes,  per  bbl $1.00 

Provisions  per  hundred 75 

Flour,  per  bbl 50 

Firkins  of  butter  or  lard 25 

Tierces  of  seed  or  salt 1.25 

Tierces  of  rice 2.00 

All  other  articles  (except  bullion  or  specie),  per  ton.  .    5.00 

In  the  days  of  wagon  transportation  two  classes  were 
recognized — light  and  heavy  articles.  The  rates  on 
the  former  were  assessed  on  the  cubic  foot;  on  the 
latter,  on  the  hundred  pounds.  As  late  as  the  middle 
of  the  last  century,  the  railways  of  the  United  States 
arranged  their  classifications  to  suit  their  varying  con- 
ditions and  needs.  The  grouping  adopted  was  usu- 
ally a  simple  one.  A  few  examples  from  the  year 
1847  will  show  this.  The  Nashua  and  Lowell,  which 
was  fifteen  miles  in  length,  had  only  one  class,  and 
freight  was  charged  $1  per  ton  for  the  distance. 
On  the  Boston  and  Worcester,  a  somewhat  more  elab- 
orate, altho  still  simple,  grouping  was  made: 

Coal,  iron,  lumber  and  manure 4c.  per  ton  mile 

Heavy  merchandise,  e.g.,  sugar,  salt,  butter. 6c.  per  ton  mile 

Groceries  and  dry  goods 6c.  to  8c.  per  ton  mile 

Light  and  bulky  merchandise 6c.  to  lOc,  per  ton  mile 

The  Boston  and  Maine,  then  seventy-one  miles  in 
length,  had  two  classes,  viz.: 

Coal,  iron,  manure,  lumber,  salt,  sugar,  butter  and  groceries, 

$2.20  per  ton  for  the  whole  distance. 
Light  and  bulky  merchandise  and  dry  goods,  $3.62  per  ton 

for  the  whole  distance. 

XIV 
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The  Concord  also  had  two  classes. 

The  ratings  of  the  classification  are  either  for  less- 
than-carloads  (L.  C.  L.) — that  is  to  say,  for  one  hun- 
dred pounds  or  for  multiples  of  one  hundred  pounds 
charged  as  a  multiple  of  the  hundred  pound  rate — or 
for  carloads  ( C.  L. ) .  When  no  distinction  is  made  in 
rating  in  respect  of  quantity  between  a  carload  and  a 
smaller  shipment  and  the  rate  is  the  same  per  hundred 
pounds  for  the  smaller  as  for  the  larger  shipment,  it 
is  called  an  any-quantity  rating.  An  any-quantity 
rating  enables  the  small  shipper  to  compete  on  fairly 
equal  terms  with  his  more  powerful  competitor. 

3.  Railway  contention  on  rating. — It  is  contended 
by  the  railways  that  when  carload  ratings  are  pro- 
vided, they  should  represent  a  legitimate  commercial 
necessity  and  a  genuine  carload  movement.  That  is 
to  say,  the  average  bulk  moving  should  be  such  as  to 
justify  the  C.  L.  rating.  From  the  standpoint  of  the 
railway,  it  is  articles  which  are  traffic  producers,  such 
as  fuel,  raw  materials,  productive  implements  or  ma- 
chinery, building  materials,  and  foodstuffs  other  than 
luxuries,  which  should  have  the  first  consideration  in 
granting  C.  L.  ratings. 

The  railway  position  in  regard  to  the  conditions 
which  justify  granting  C.  L.  ratings  may  be  summa- 
rized as  follows: 

It  is  to  the  interest  of  the  railways,  as  well  as  to  the 
public,  that  rates  be  low  enough — but  not  below  a  re- 
munerative point — to  permit  the  general  movement 
and  distribution  of  commodities  in  general  demand  in 
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large  quantities  for  construction,  building,  manufac- 
turing and  other  purposes.  It  is  a  sound  rule  for  rail- 
ways to  adapt  their  classification  to  the  laws  of  trade ; 
if  the  article  moves  in  sufficient  volume  and  the  de- 
mands of  commerce  will  be  better  served,  it  is  reason- 
able to  give  it  a  carload  classification.  A  lower  rate 
for  carloads  than  that  applied  to  shipments  of  light 
traffic  in  less  than  carload  lots  should  be  required  only 
upon  circumstances  and  conditions  of  service  to  the 
large  shipper  so  dissimilar  as  to  require,  in  the  line  of 
equal  treatment,  a  less  rate  than  is  made  for  the  small 
shipper.  When  a  claim  is  made  for  lower  rates  for 
carload  shipments  than  those  applied  to  shipments  of 
light  traffic  in  less-than-carloads,  it  should  be  shown 
that  failure  to  apply  such  lower  rates  results  in  unjust 
discrimination. 

The  objection  of  the  railways  to  granting  all  com- 
modities C.  L.  ratings  is  in  great  degree  due  to  their 
fear  that  if  this  were  done  there  would,  thru  the  use 
of  the  mixing  privilege,  which  is  referred  to  later,  be  a 
building  up  of  a  carload  composed  of  less-than-car- 
load  quantities.  Looked  at  from  the  standpoint  of 
the  cost  of  the  service,  the  carload  movement  is  less 
burdensome  than  the  less-than-carload  movement. 

While  in  the  early  days,  when  hauls  were  short, 
very  simple  grouping  was  possible,  and  while  it  was 
even  possible  for  a  single  sheet  to  set  out  both  the 
commodities  and  the  rates,  modern  business  conditions 
and  the  increasing  length  of  the  haul  have  wrought 
great  changes.  So  complex  has  industry  become  and 
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so  many  and  diversified  are  the  articles  offered  for  car- 
riage, that  the  customs  tariff  of  Canada,  with  its  711 
items,  is  short  and  simple  as  compared  with  the  Cana- 
dian Classification  which,  with  its  3,742  L.  C.  L.  rat- 
ings and  2,347  C.  L.  ratings,  covering  7,011  items,  en- 
folds a  group  of  commodities  stretching  from  acorns 
to  zinc  washers.  A  similar  complexity  is  to  be  found 
in  the  United  States,  where  the  Official  Classification 
carries  some  10,000  items.  In  the  Southern  Classi- 
fication there  were,  in  1908,  3,503  L.  C.  L.  and  773 
C.  L.  ratings;  in  the  Western  Classification,  5,729 
L.  C.  L.  and  1,690  C.  L.  ratings;  while  the  Official 
Classification  had  5,852  L.  C.  L.  and  4,235  C.  L. 
ratings. 

Under  such  conditions  the  attempt  to  include  in 
each  tariff  all  articles  whether  of  actual  or  potential 
carriage  would  make  the  tariffs  bulky  and  cumber- 
some. In  the  item  of  printing  alone,  it  would  mean 
a  burdensome  expense.  It  is,  therefore,  necessary  to 
have  some  ready  reference  work  (like  the  Classi- 
fication) which  sets  out  what  articles  the  railway  is 
prepared  to  carry.  This  makes  the  tariff  simpler  and 
therefore  of  more  service  to  the  shipper.  The  early 
examples  of  classification  which  have  been  referred 
to  show  that  it  was  appreciated,  tho  in  a  crude  way, 
that  it  was  unfair  to  charge  all  articles  alike.  More- 
over, it  is  very  important  that  the  groupings  of  the 
classification  be  relatively  reasonable. 

4.  How  classifications  are  built. — In  the  early 
days,  when  hauls  were  short  and  there  was  but 
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little  interchange  of  traffic,  the  confusion  arising  from 
diversities  of  classification  was  not  so  serious  in  its 
effects,  but  when,  as  in  the  United  States,  thru  con- 
solidation of  existing  lines  and  additional  construc- 
tion, the  lines  of  railway  reached  steadily  into  the  in- 
terior, enabling  longer  hauls  to  be  made,  and  inter- 
change of  traffic  between  railways  became  necessary, 
it  often  happened  that  different  portions  of  the  same 
railway  were  subject  to  different  classifications. 
The  effect  of  this  may  be  seen  in  an  extreme  form  in 
the  situation  in  which  the  Wabash  Railroad  found  it- 
self in  1883.  In  that  year  it  had  in  effect  the  follow- 
ing classifications: 

No.  of  Classes  in 
Classification 

Middle  and  Western  States 6 

Southern  Railway  &  Steamship 18 

Mississippi  Valley   5 

Revised  Western 9 

Trunk  Line,  Eastbound 13 

Trunk  Line,  Westbound 5 

Texas    8 

Pacific  Coast,  Eastbound 9 

Pacific  Coast,  Westbound Rates  quoted  for 

each  article 

It  requires  no  elaboration  to  conclude  that  the 
shipper,  unless  he  had  especial  facilities  for  keeping 
track  of  the  situation,  would  be  utterly  at  sea. 

5.  Classifications  of  the  United  States.— Ey  1887 
there  had  come  into  existence  three  leading  Classi- 
fications: the  Official,  the  Southern,  and  the  Western. 
The  Official  covers  traffic  in  the  territory  north  of  the 
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Ohio  and  Potomac  Rivers,  including  New  England, 
and  east  of  a  line  from  Chicago  to  St.  Louis  and  the 
mouth  of  the  Ohio  River.  This  is  the  densest  traf- 
fic territory  in  the  United  States.  The  Southern 
applies  east  of  the  Mississippi  River  and  south  of 
Official  territory.  The  Western  Classification  ap- 
plies west  of  Lake  Michigan,  the  Mississippi  River 
and  Official  Territory.  Occasionally  there  are  over- 
lappings  of  these  classifications;  for  example,  in  the 
case  of  a  shipment  to  or  from  a  point  near  the  bound- 
ary of  the  classification  territory  one  classification 
may  govern  thru.  Thus,  St.  Louis  uses  the  Official 
Classification  eastbound,  the  Western  westbound,  and 
the  Southern  southbound. 

While  there  has  been  a  movement  for  uniform 
classification  in  the  United  States,  the  diversity  of 
trade  and  traffic  conditions  has  so  far  prevented  the 
success  of  this  movement.  Consequently,  there  is  no 
necessary  uniformity  as  between  the  classifications, 
in  respect  of  either  rating  or  description.  Under 
Official  Classification  No.  43  there  are  under  the  item 
"Clothing,"  nine  descriptions,  the  final  one  being 
"N.  O.  S.  in  bales  or  boxes"  L.  C.  L.  1.  In  Western 
Classification  No.  54  there  are  fifteen  descriptions, 
but  while  clothing,  boxed,  N.  O.  S.,  is  carried  first 
class  L.  C.  L.,  in  bales,  N.  O.  S.,  it  is  not  taken.  The 
Official  Classification  has  six  numbered  classes  and 
two  "rules."  These  are,  in  effect,  additional  classes. 
Rule  No.  25  includes  articles  rated  at  fifteen  per  cent 
less  than  second  class,  and  Rule  No.  26  includes  those 
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rated  at  twenty  per  cent  less  than  third  class.  The 
Southern  Classification  has  six  numbered  and  seven 
lettered  classes.  The  Western  contains  ten  classes, 
five  numbered  and  five  lettered. 

6.  Canadian  classification. — In  the  earlier  days  the 
same  chaotic  conditions  in  regard  to  classification 
existed  in  Canada  as  in  the  United  States.  The 
various  small  independently  operated  roads  had  each 
its  individual  classification,  there  being  no  necessary 
common  base.  In  1874,  the  class  rates  applying  from 
station  to  station  on  the  Grand  Trunk  were  governed 
by  the  "Grand  Trunk  Railway  Classification  of 
Freight."  The  merchandise  classes,  which  were  four 
in  number,  scaled  as  follows: 

1st   class    200%  of  4th 

2nd  class    167%>  of  4th 

3rd  class 133%  of  4th 

4th  'class    100%  of  4th 

In  addition,  there  were  four  special  columns  govern- 
ing carload  rates  on  flour  per  barrel,  grain  per  one 
hundred  pounds,  lumber  per  car,  and  live  stock  per 
car.  Various  other  items  were  scheduled  as  "same 
rates  as  flour,"  "same  rates  as  lumber,"  and  so  on. 
There  were  also  various  ratings  which  were  multiples 
of  the  four  merchandise  class  ratings. 

The  Canadian  Classification  came  into  existence  in 
1884.  It  had  at  first  nine  classes;  it  now  has  ten. 
But  in  effect  it  may  be  said  to  have  sixteen,  for  the 
multiples  of  the  first  class  rating  must  also  be  noted. 
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There  are  the  ratings  1%;  D-l  (double  first  class)  ; 
2^-1  (two  and  one-half  times  first  class)  ;  3-1;  S1/^; 
4-1.  The  Classification  is  built  up  on  the  fifth  class, 
fourth  being  25  per  cent,  third  50  per  cent,  second  75 
per  cent,  and  first  100  per  cent  higher  than  fifth.  In 
the  first  five  classes  the  railway  loads  and  unloads, 
except  when  the  piece  or  package  weighs  two  thou- 
sand pounds  or  over  ;  from  the  sixth  to  the  tenth  class 
it  does  not. 

There  is  a  subdivision  of  Canadian  Classification 
territory,  known  as  Canadian  Freight  Association  ter- 
ritory; this  includes  Canadian  points  east  of  but  not 
including  Port  Arthur;  and  east  of  and  including 
Sault  Ste.  Marie,  Sarnia,  and  Windsor.  Westbound 
from  this  territory  to  points  in  Oregon,  Washington, 
and  North  Pacific  Coast  terminals  in  the  United 
States,  the  movement  is  subject  to  the  Canadian 
Classification. 

7.  International  traffic.  —  The  international  trade 
movements  between  Canada  and  the  United  States, 
and  some  movements  in  Canada,  are  subject  to  the 
classifications  of  the  United  States.  In  a  summary 
way  the  leading  examples  are  as  follows: 
Official  Classification  applies  — 

(a)  From  C.  P.  R.  stations  west  of  Montreal  to 
Montreal  for  export. 

(b)  Canadian  Freight  Association  territory  to  and 
from  Illinois,  Iowa,  Missouri. 

(c)  Canadian  Freight  Association  territory  to  and 
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from  Louisiana,  Kentucky,  Tennessee,  Alabama, 
Florida. 

Southern  Classification  applies  to- 
Canadian   Freight   Association   territory   to    and 
from  Alabama,  Florida,  Georgia,  Kentucky,  Miss- 
issippi, North  Carolina,  South  Carolina,  Tennessee, 
and  Virginia. 
Western  Classification  applies  to— 

(a)  Canadian  Freight  Association  territory  to  and 
from  British  Columbia.  , 

(b)  Same  territory  to  and  from  Arkansas   and 
Oklahoma. 

(c)  Same  territory  to  and  from  Rocky  Mountain 
States  and  west  to  the  Pacific. 

(d)  California,  Nevada  and  Utah  to  Manitoba. 
The  Railway  Act  recognizes  international  traffic  as 

a  complicating  factor,  for  it  provides  that  subject  to 
any  order  or  direction  of  the  Canadian  Railway  Com- 
mission any  freight  classification  in  use  in  the  United 
States  may  be  used  in  the  traffic  to  and  from  the 
United  States. 

8.  Expansion  of  Canadian  Classification. — The 
Canadian  Classification  has  steadily  increased  the 
number  of  items  as  business  has  expanded.  At  first 
there  were  simple,  broad  groups.  There  has  been  a 
progressive  differentiation  of  ratings.  This  is  shown 
in  the  comparative  summary  of  ratings  that  follows: 

Year  L.C.L.  C.L.  Any  Quantity 

1884  1,284  622  459 

1913  3,742  2,347  922 
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On  account  of  the  variety  of  articles  covered  by  the 
classification  it  would  be  impossible,  without  quoting 
the  complete  classification,  to  give  a  fully  illustrative 
list.  For  the  purpose,  however,  of  illustrating  the 
way  in  which  the  grouping  is  arranged,  the  following 
examples  may  be  quoted  (see  also  specimen  page 
shown  on  page  72)  : 

Class  1.  Drygoods,  clothing. 

2.  Cotton  piece  goods. 

3.  Apples;  fish,  salted,  dried  or  smoked. 

4.  Lumber,  cement,  building  material. 

5.  Iron  pipe,  pig  iron,  horseshoe  nails,  green 

coffee,  paints,  etc. 

6.  Machinery,  agricultural  implements,  etc. 

7.  Railway  equipment. 

8.  Flour,  grain,  and  coarser  grain  products, 

potatoes,  and  vegetables. 

9.  Live  stock. 

10.  Lumber  and  forest  products,  coal,  rough 

stone,  sand,  lime,  hay,  and  straw. 
As  examples  of  the  supplementary  classes  the  follow- 
ing may  be  quoted : 

4 — 1.  Aeroplanes,  wicker  baskets  not  nested. 
3l/2 — 1.  Canoes  three  or  more  crated  together. 

3 — 1.  Aquariums,  boxed,  baseball  bats  in  boxes. 
2^/2 — 1.  Cutters,  single  or  crated,  over  34  inches 
high  and  less  than  72  inches  long,  actual 
weight. 
D — 1.  Binders,  s.  u.,  honey. 
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Strawberry  baskets,  nested;  perfumery  in 
cases. 

9.  Statistical  returns  to  Government. — The  form  in 
which  the  statistical  returns  are  made  to  the  govern- 
ment does  not  differentiate  commodities  according  to 
the  classes  of  the  classification.     A  partial  re-group- 
ing, however,  shows  the  following  results :  * 

DISTRIBUTION  BY  CLASSES 

Per  cent  in 

Railway  3-54        56     7-10      8        9  10  these  groups 

Mich.  Central    3.4    0.6    9.5     2.4    0.3    22.1     1.2  24.4        63.9 

Intercolonial    -1.4    0.2    g.5    0.5    Oj2     10.1     0.9  46.2        68.0 

Can'n.   Northern 0.8    0.1     2.5     0.4    4.8     17.2     1.3  54.8        81.9 

Can'n  Pacific  2.3    0.3    5.0    0.6    4.3    21.6    2.6  40.9        77.6 

Grand   Trunk    1.6    0.4    6.1     0.5    2.0     143    2.2  36.8        63.6 

10.  Quantity  differences. — The  Canadian  Classi- 
fication, in  common  with  other  classifications,  recog- 
nizes a  difference  in  quantity  as  justifying  a  difference 
in  rating.     In  England  it  has  been  recognized  that  in 
striking  a  rate  a  railway  may  recognize  that  the  com- 
modity moves  in  large  quantities.     But  in  Canada,  as 
in  the  United  States,  the  carload  is  taken  as  the  high- 
est unit  of  quantity.     The  shipper  who  moves  thirty 
carloads  does  not  receive  more  favorable  treatment 
than  the  man  who  moves  one  carload.     In  turning  at 
random  the  pages  of  the  Canadian  Classification  it 
will  be  found  that  cotton  piece  goods  are  rated  2 
L.  C.  L.,  4  C.  L.;  or,  to  take  another  example,  canned 
goods  are  3  L.  C.  L.,  5  C.  L. 

i  This  is  based  on  the  returns  for  1915.    The  detail  is  not  published  in 
the  returns  for  1917. 


Twenty-five  per  cent,  over  and  above  the  rate*  herein  specified  shall  be  charged  for  Ike 
carriage  of  all  articles  shown  in  this  Classification  as  to  be  carried  at  Owner's 
Risk  of  Weather,  Breakage,  etc.,  as  the  case  may  be,  if  the  same  are  re- 
quired  by  shipper  to  be  carried  at  Carrier's  Risk  (see  Rule  7). 
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Chemicals,      Drugs     and 
Medicines- 
Acids    (See   Notes): 
Acetic: 
In    demijohns,    al 
covered  with 
wicker,  O.R.B.   . 
In    demijohns   cov- 
ered with  wicker 
and  packed  with 
straw  in  baskets. 
ORB  

D-l 
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1 
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Chemicals,       Drugs      and 
Medicines- 
Acids   (See  Notes): 
Acetic: 
In  demijohns  all  cov- 
ered with  wicker, 

D-l 
D-l 

Itt 

1 
3 

1 
D-l 

D-l 

3 

1 
3 

8 
5 

10 

5 
5 

« 

In    demijohns,    cork 
and     canvas    cov- 
ered.   O.R.B.     ... 
In  demijohns  covered 
with    wicker    and 
packed  with  straw 
in   baskets,  O.R.B 
In  demijohns,  boxed, 
O.R.B.     .. 

In       demijohns, 
boxed.  O.R.B.    .. 
In   barrels    

Cigarettes  and  Cigars  — 
In    cases    securely 
strapped,  or  with  iron 
straps  or   clamps  on 
the   ends        .  .     . 

In   barrels    , 
Cigarettes  and  Cigars— 
In     cases     securely 
strapped  with  wire  or 
band  iron;  or  in  cases 
fastened  with  Iron  or 
steel  key  clamps,  and 
boards     forming     top, 
bottom  and  sides  sta- 
pled   together   on    the 
inside,   and   so  stated 
by   shipper  on  bill  of 
lading    

In  cases,   not  strapped 
as  above 

Crates,  Empty,  prepaid— 

I.  <  '.  I. 

In    cases,    not    fastened 
as  above    

Crates,    Empty,    prepaid— 
S.U.,  C.L.  minimum  20,- 
000   IbB.    ... 

C.L..    minimum    20,000 
IDS  

D 

Eliminate    Item    50.    page 
21.—  See  item  4,  page  2 
of  this  supplement. 

Dry  Goods  — 
Bags   and   bagging, 
N.O.S.:     In  bundles  or 
bales    

D 

Detonators.  —  Subject     to 
Rule  10. 

Dry  Goods— 
Bagging  and  Bags, 
N.O.S.:   In  bales  
Cloth. 
Brattice—  Same  as  Oil 
Cloth. 

E 

Equipment,  Roadmaklng— 
Consisting   of   carts, 
dump  cars,  dump 
wagons,   engines  and 
boilers,   graders, 
plows,  road  machines, 
road      rollers,      rock 
crushers,        scrapers, 
stone-spreading   wag- 
ons,  tile  moulds  and 
wheelbarrows.           In 
mixed   carloads   .... 

Cloth: 
Brattice: 
13  feet  long  and  over 
Under  13  feet  long: 
In    bales   or   rolls 

E 

Equipment,   Roadmaklng— 
Consisting  of  carts,  dump 
cars,  dump  wagons,  en- 
gines and  boilers,  grad- 
ers,   plows,    road    ma- 
chines,    road     rollers, 
rock    crushers,    scrap- 
ers,       stone-spreading 
wagons,    street-sprink 
ling     wagons,      street 
sweepers,    tile    moulds 
and    wheelbarrows,    in 
mixed   carloads  
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The  L.  C.  L.  rating  is  for  one  hundred  pounds  or 
upward.  In  the  case  of  "smalls,"  or  shipments  under 
one  hundred  pounds,  no  matter  what  the  class  might 
otherwise  be,  the  charge  is  the  same  as  that  for  one 
hundred  pounds  first  class,  with  a  minimum  charge  of 
35  cents.  The  railways  take  the  position  that  on  ac- 
count of  the  bookkeeping  and  handling  costs  inciden- 
tal to  such  small  shipments,  a  charge  for  one  hundred 
pounds  at  the  class  rating  to  which  it  belongs  would 
not  be  adequate. 

Fourth  class  is  the  lowest  L.  C.  L.  rating  in  the 
Canadian  Classification.  As  is  indicated  in  the  fol- 
low tabular  summary,  it  comprises  only  the  heavier, 
coarser  and  cheaper  commodities: 


L.C.L.  C.L. 

Iron  and  steel  ...  4 

Fire  brick 4  -  10 

Cement    4  -  10 

Plaster    4  -  10 

Pitch  and  tar ...  4  7 

Asphalt 4  7 

Caustic   soda.  ...  4  5 

Coal    4  -  10 

Fertilizer  4-10 


L.C.L.  C.L. 
Building  and  roof- 
ing paper   ....  4  -     5 

Salt 4  -  10 

Potash    4  5 

Flour 4  8 

Grain    4  8 

Oil  cake 4  -     8 

Pickled  meat  and 

fish    4  5 

Sugar    4  -     5 


11.  Follow  Lot  Rule. — Under  the  Classification, 
an  overflow  quantity  less  than  a  carload  may  under 
definite  conditions  obtain  the  carload  rate.  The  rule 
governing  this  is: 


Where  more  than  the  minimum  carload  weight  of  freight 
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classifying  5th  class  or  higher  in  carloads  and  provided  the 
classification  minimum  is  not  less  than  24,000  Ibs.  per  car 
not  exceeding  36  ft.  6  in.  in  length  is  shipped  on  the  same 
day  by  one  consignor,  on  one  bill  of  lading,  to  one  con- 
signee at  one  destination,  the  established  rate  for  a  carload 
will  apply  on  the  entire  consignment,  although  it  may  be  less 
than  two  or  more  full  carloads,  provided  that  such  car,  ex- 
cept the  car  carrying  the  excess,  must  be  loaded  to  its  visible 
or  marked  capacity. 

In  order  to  obtain  the  advantage  of  a  car-lot  rating 
it  is  not  necessary  that  one  should  load  up  to  the  full 
carrying  capacity  of  the  car.  But  it  is  necessary  to 
furnish  a  minimum  weight. 

The  position  taken  by  the  railways  in  regard  to 
minimum  weights  is  put  succinctly  in  a  statement 
made  by  the  Chairman  of  the  Canadian  Freight  As- 
sociation in  a  case  before  the  Board: 

All  articles  are  provided  with  a  less-than-carload  rating, 
but  only  those  which  are  generally  and  to  some  extent  for- 
warded in  straight  carload  quantities  are  given  the  carload 
rating.  ...  In  order  to  entitle  a  shipper  to  the  lower  car- 
load rating  when  it  is  provided  in  the  classification,  the  rules 
require  that  a  full  straight  carload,  subject  to  certain  mini- 
mum weights  which  are  designed  to  produce  adequate  per  car 
revenue,  be  forwarded  by  one  shipper  from  one  station  on 
one  day  to  one  consignee  and  destination.  .  .  . 

Where  the  character  of  the  freight,  size  of  the  package, 
method  of  packing,  weight  of  the  goods,  strength  or  fragil- 
ity, vary  so  greatly,  it  is  impossible  to  fix  by  rule  a  minimum 
weight  which  will  in  all  cases  exactly  correspond  with  (and 
not  in  some  cases  exceed)  the  actual  quantity  which  can  con- 
veniently be  put  into  a  car.  It  is  impracticable  by  rule  to 
confer  the  benefit  of  the  carload  rate  without  the  use  of  a 
minimum  weight.  In  the  case  of  heavy  coarse  freight,  the 
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shipping  public  finds  no  difficulty  in  loading  up  to  and  even 
in  excess  of  the  minimum  weight.  There  are  no  commercial 
transactions  which  interfere  with  this  being  complied  with. 
In  the  case  of  light  bulky  freight,  the  weight-carrying  ca- 
pacity of  the  car  is  disregarded,  and  the  loading  capacity 
generally  determines  the  minimum  weight,  but  always  subject 
to  its  application  resulting  in  a  fair  per  car  revenue.  This 
is  essential  in  order  to  prevent  the  necessity  of  hauling  a 
lightly  loaded  car  and  to  obtain  economy  in  the  use  of  equip- 
ment and  yard  facilities.  A  less-than-carload  consignment 
is  charged  for  its  actual  weight  at  the  higher  less-than-car- 
load rate,  unless  the  total  charge  exceeds  the  charge  based 
upon  the  carload  minimum  weight  and  carload  rate,  in  which 
event  the  lower  charge  governs.  At  no  time  does  a  charge 
on  a  less-than-carload  lot  exceed  the  charge  for  a  carload  of 
the  same  class. 

The  classification  provides  that  unless  otherwise 
specifically  provided  for  in  the  classification,  the 
minimum  weight  in  box  cars  not  over  36  feet  6  inches 
in  length  is  to  be  as  follows  (actual  weight  to  be 
charged  for  when  in  excess  of  the  minimum)  — 

1st,  2nd  and  3rd  class 20,000  Ibs.  per  car 

4th,  5th  and  6th 24,000  Ibs.  per  car 

7th,  8th  and  10th 30,000  Ibs.  per  car 

On  specific  items  in  the  classification  there  may  be 
minimum  weights  differing  from  those  just  quoted. 
To  quote  a  few  examples:  lumbermen's  boats  and 
bateaux  have  a  tenth  class  rating,  with  a  minimum 
of  20,000  Ibs.,  while  boats  N.  O.  S.  (not  otherwise 
specified)  have  a  sixth  class  rating,  with  a  minimum 
of  20,000  Ibs.;  concrete  spreading  carts  with  a  fourth 
class  rating  have  .a  minimum  of  14,000  Ibs.,  and  char- 
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coal,  with  a  seventh  class  rating,  has  a  minimum  of 
24,000  Ibs. 

12.  Car  measurements. — The  box  car  not  over  3G 
feet  6  inches,  inside  measurement,  8  feet  6  inches  wide 
and  8  feet  high,  inside  measurement,  is  taken  as  the 
standard  box  car;  but  as  the  car  increases  in  length 
the  Canadian  Classification  increases  the  minimum. 
The  same  thing  is  done  by  both  the  Official  and  West- 
ern Classifications.  In  the  two  former  the  increase 
in  the  minimum  does  not  increase  in  regular  gradation 
as  the  length  of  the  car  increases,  while  in  the  Western 
Classification  the  rule  is  followed,  in  the  case  of  light 
and  bulky  goods,  of  adding  for  each  foot  over  36  feet, 
inside  measurement,  three  per  cent  to  the  minimum. 

The  question  of  the  increased  minimum  is  not  con- 
cerned with  increased  length  alone;  there  is  also  the 
question  of  increased  height  of  the  car.  While  the 
standard  box  car  is  8  feet  high,  inside  measurement, 
or  13  feet  6  inches  from  the  rails,  special  cars,  as,  for 
example,  furniture  and  automobile  cars,  are  higher. 
There  has  been  submitted  to  the  Board  a  proposition 
that,  in  the  case  of  light  and  bulky  goods,  the  cubical 
capacity  of  the  car  should  be  looked  to  and  a  minimum 
fixed  on  it,  and  that  for  every  one  hundred  cubic  feet 
over  twenty-five  hundred  cubic  feet  of  containing 
space  there  should  be  a  percentage  addition.  The 
Wisconsin  Railway  Commission,  in  dealing  with  the 
three  per  cent  scale  of  the  Western  Classification,  has 
expressed  the  opinion  "it  would  seem  that  the  cubic 
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capacity  of  the  cars  is  a  better  basis  for  adjusting 
minima  than  length  alone." 

13.  Cost  of  C.  L.  and  L.  C.  L.  shipments. — While 
the  placing  of  a  higher  rating  upon  an  L.  C.  L.  ship- 
ment than  on  a  C.  L.  shipment  is  an  established  prac- 
tice, there  is  a  question  as  to  whether  there  are  factors 
so  differentiating  these  two  traffic  movements  that  the 
apparent  discrimination  is  not  "unjust."  It  may  be 
said  that  the  small  shipment  is  a  retail  transaction 
while  the  large  is  a  wholesale  one.  But  the  distinction 
looked  for  must  be  more  fundamental. 

Car-lot  traffic  is  relatively  much  less  costly  to 
handle  than  less-than-car-lot  traffic.  In  the  former, 
the  loading  per  car  is  relatively  heavy,  thus  materially 
reducing  the  proportion  of  dead  weight  to  the  pay 
weight.  When  it  is  loaded  and  unloaded  by  the  ship- 
pers, as  compared  with  the  less-than-car-lot  traffic,  it 
involves  much  less  expense  in  the  way  of  station,  oiLce, 
and  other  services.  Inx  western  Canada,  the  Ca- 
nadian Pacific  estimates  the  physical  cost  of  handling 
L.  C.  L.  traffic  from  shed  door  until  it  is  stowed  in 
the  car  at  from  35  cents  to  $1.00  per  ton.  The 
further  service  in  connection  with  the  time  it  takes 
to  assemble  a  car  must  be  considered.  At  Winnipeg 
or  Calgary,  for  example,  cars  are  spotted  every  day 
for  certain  sections  of  the  railway  and  for  certain 
places  on  the  railway.  The  car  stands  at  the  shed  all 
day,  then  goes  out  in  the  morning  on  the  way-freight 
train. 

XIV  c— 7 
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The  Wisconsin  Commission  has  estimated  that  in 
the  State  of  Wisconsin  the  average  car-lot  loading  is 
17  tons,  while  in  the  case  of  less-than-car-lot  traffic  the 
average  loading  per  car  does  not  reach  6  tons.  It 
then  continues: 

On  one  of  the  principal  carriers  in  the  Western  Classifica- 
tion territory  the  average  terminal  cost  per  cwt.  amounts  to 
about  2.3  cents,  when  the  loading  amounts  to  17  tons  per 
car,  and  to  almost  5.8  cents  when  the  loading  amounts  to  7 
tons  per  car,  while  the  average  cost  of  moving  the  freight 
between  the  stations  amounts  to  about  0.26  mills  per  cwt. 
when  the  car  is  loaded  with  17  tons,  and  to  about  0.44  mills 
per  cwt.  when  it  is  loaded  with  7  tons  of  freight.  On  these 
bases,  for  a  haul  of  two  hundred  miles,  there  is  a  difference 
in  favor  of  the  carload  traffic  that  amounts  to  about  7  cents 
per  cwt. 

Summing  up  the  matter,  it  expresses  the  opinion: 

We  feel  quite  justified  in  saying  that  the  less-than-carload 
traffic  is  relatively  less  profitable  to  the  carriers  than  the  car- 
load traffic,  and  that  the  higher  rates  for  the  former  are 
more  than  offset  by  the  greater  cost  of  handling  it. 

The  difference  as  between  less-than-carload  and 
carload  ratings  is  justified  by  differences  in  cost. 

REVIEW 

What  is  a  classification,  and  why  is  it  necessary? 

What  is  an  any-quantity  rating,  and  how  does  it  help  the  small 
shipper  ? 

Give  the  railway's  position  with  regard  to  conditions  which 
justify  C.L.  ratings. 

How  many  classes  has  the  Canadian  Classification?  How  is 
it  built  up? 
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What  is  the  highest  unit  of  quantity  used  in  making  ship- 
ments? What  is  an  L.C.L.  rating?  How  is  the  charge  for  the 
small  shipment  arrived  at? 

What  are  the  arguments  for  and  against  higher  rates  on  L.C.L. 
than  on  C.L.  shipments? 


CHAPTER  V 

FEATURES  OF  CANADIAN  FREIGHT  CLASSIFICATION 

1.  Uniformity  in  Canada. — The  attempts  of  the 
United  States — so  far  successful  only  in  part — to 
obtain  a  uniform  classification  applicable  thruout  the 
entire  section  served  by  the  railways  of  that  country, 
are  indicative  of  the  advantage  both  to  the  shipper  and 
to  the  railway  of  uniformity  of  practice.  While  in 
Canada  there  is  one  general  classification,  certain 
modifications  must  be  recognized  which,  in  certain  re- 
spects, create  one  minor  and  two  general  classifica- 
tions. 

On  the  White  Pass  and  Yukon  route,  connecting 
Skaguay  and  White  Horse,  shipments  are  governed 
by  the  Northern  Classification.  In  this  classification 
there  are  three  general  ratings,  A,  B  and  C,  A  be- 
ing the  lowest.  In  addition,  there  are  the  follow- 
ing multiples  of  these  classes,  1A9  %,  1,  1%,  2,  2%,  3 
and  4  times  A. 

As  has  been  indicated,  the  Canadian  Freight  Classi- 
fication is  built  up  on  fifth  class.  But  while  in  West- 
ern Canada,  outside  of  the  Yukon,  the  principle  of 
having  ten  classes  is  followed,  the  method  of  building 
is  different.  In  Western  Canada,  when  the  Ca- 

80 
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nadian  Pacific  began  operation,  the  classification 
which  was  adopted  was  the  Joint  Northern,  which  at 
that  time  was  being  used  in  the  Dakotas  and  the  ad- 
joining United  States  territory.  In  this  classifica- 
tion, first-class  was  double  fourth.  There  wras  no 
percentage  relation  as  to  the  intervening  classes. 
Later,  when  other  classes  were  added,  no  percentage 
basis  of  relation  of  these  was  adopted;  and  so,  while 
seemingly  uniform,  the  classification  in  Western 
Canada  is  out  of  line  with  that  in  use  in  Eastern 
Canada. 

2.  Miring  privilege. — In  dealing  with  the  question 
of  minimum  weights,  it  was  for  the  moment  referred 
to  as  if  straight  carloads  of  a  single  commodity  alone 
were  involved.  But  in  addition  to  a  minimum 
weight  made  up  of  one  article  alone,  there  may  be  a 
minimum  weight  arrived  at  by  mixing. 

In  Eastern  Canada  the  arrangement  as  to  mixing 
may  be  summarized  as  follows : 

(a)  When  a  number  of  articles  of  the  same  class  in 

carloads  are  tendered  on  one  day  by  one  con- 
signor, destined  to  one  consignee,  the  quantity 
being  sufficient  for  a  carload,  they  take  the 
rate  per  hundred  pounds  of  the  class  at  the 
highest  minimum  of  any  of  the  articles  so  car- 
ried. 

(b)  When  the  articles  are  of  different  classes,  the 

rate  and  minimum  of  the  article  in  the  highest 
class  applies. 

(c)  In  a  mixed  carload  of  the  fifth  and  higher  class 
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freight  having  a  minimum  of  less  than  20,000 
Ibs.,  a  minimum  of  20,000  Ibs.  at  the  highest 
class  rate  applies. 

For  obvious  reasons,  there  are,  in  dealing  with  cer- 
tain commodities,  such  as  petroleum,  lubricating  oil 
gasoline  and  live  stock,  limitations  of  the  general 
mixing  privilege. 

The  mixing  privilege  is  limited  to  articles  which 
have  a  distinctive  car  lot  rating,  which  means  that  in 
a  majority  of  cases  less  than  carload  quantities  may 
be  combined  to  obtain  the  advantage  of  carload  rates 
At  times  an  application  for  a  C.  L.  rating  is  made, 
not  because  it  is  expected  that  the  commodity  will 
move  in  carload  quantities,  but  because  with  such  a 
rating  it  can  form  part  of  a  mixed  car,  thus  obtaining 
the  advantage  of  the  carload  rate.  Effervescent  or 
Health  Salts  are  rated,  any  quantity,  first  class; 
Epsom  Salts  are  classed  3  and  5.  An  application 
has  been  made  to  give  the  Health  Salts  the  same 
rating  so  that,  since  they  are  handled  by  wholesale 
grocers,  they  may  enjoy  the  mixing  privilege  under 
the  grocery  list. 

In  Western  Canada,  however,  the  mixing  privilege 
is  limited  by  the  adoption  of  the  principle  of  trade 
lists.  The  classification  states  that  "articles  under 
distinctive  headings  will  not  be  taken  in  mixed  car- 
loads at  carload  rates."  "Distinctive  headings"  as 
set  out  in  the  classification  are,  for  example,  agricul- 
tural implements,  hardware  and  groceries.  The 
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same  provisions  apply  in  the  West  as  do  in  the  East, 
(a)  where  the  articles  are  of  the  same  class,  (b) 
where  the  articles  are  of  different  classes. 

3.  Effect  on  shippers  and  consumers. — The  effect 
of  this  is  that  there  is  a  much  wider  mixing  privilege 
east  of  Port  Arthur  than  west  of  it.  In  Eastern 
Canada  the  system  redounds  to  the  advantage  of  the 
consignee  who  cannot  take  a  straight  carload  of  a 
particular  line  of  goods.  In  Western  Canada,  the 
rule  existing  redounds  to  the  advantage  of  the  man 
who  can  take  a  straight  carload  of  a  particular  line 
of  goods.  The  rule  as  to  limitation  to  distinctive 
headings  applies  not  only  to  shipments  between 
points  in  the  West,  but  also  to  shipments  between 
points  east  and  west  of  Port  Arthur. 

The  difference  in  situation  as  between  the  East  and 
the  West  in  this  respect  may  be  indicated  by  a 
specific  example.  A  mixed  carload  of  hoes,  anvils, 
and  cultivators  is  possible  east  of  Port  Arthur.  In 
Western  Canada,  tools  and  hand  farm  implements 
are  in  the  hardware  list  under  fifth  class,  while  the 
cultivators  are  in  the  agricultural  machinery  list  with 
a  sixth  class  rating.  Consequently,  on  such  a  ship- 
ment from  an  Ontario  point  to  a  point  west  of  Port 
Arthur,  the  sixth  class  rating  would  apply  on  a 
minimum  of  20,000  pounds  for  the  cultivators  and 
the  L.  C.  L.  rate  would  be  charged  on  the  tools  and 
hand  implements.  If,  however,  the  tools  and  hand 
implements  formed  the  bulk  of  the  shipment,  they 


84  INLAND  TRAFFIC 

would  move  on  a  fifth  class  rating  with  a  minimum  of 
24,000  pounds,  and  the  other  articles  would  move  on 
an  L.  C.  L.  rating. 

4.  Divergent  trade  interests  secure  compromise 
classification. — The  effect  of  this  is,  that  in  respect  of 
distributive  business,  there  are  really  two  classifica- 
tions. 

This  situation  has  grown  up  as  a  result  of  a 
compromise  between  divergent  trade  interests.  In 
the  classification  of  1893,  the  mixing  privilege  was 
limited  by  the  list  principle.  Various  modifications 
were  subsequently  made.  By  1897,  the  general 
practice  established  was  the  same  as  it  is  east  of  Port 
Arthur  today.  In  1902,  the  list  principle  was 
adopted  generally.  In  1904,  an  attempt  was  made 
to  obtain  the  open  rule  for  the  whole  of  Canada.  In- 
stead, there  was  worked  out  the  compromise  which 
gives  two  systems,  as  has- already  been  indicated. 

The  compromise  was  attributable,  in  the  main,  to 
the  increasing  importance  of  the  jobbing  business  of 
Western  Canada.  British  Columbia  and  Eastern 
Canada  wanted  a  generous  mixing  system ;  Winnipeg 
did  not  favor  it.  A  dozen  years  ago,  the  manufac- 
turers of  Eastern  Canada  were  pleading  before  the 
Board  for  more  generous  treatment  to  mixed  carload 
lots,  with  a  view  to  the  further  development  of  a  job- 
bing business  thruout  the  Northwest.  To  this,  Mr. 
J.  H.  Ashdown  of  Winnipeg,  whose  prominence  in 
the  mercantile  world  made  his  utterance  significant, 
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rejoined  that  such  an  application  was  entirely  in  the 
interest  of  the  Eastern  jobbers.  These,  he  said, 
were  merely  birds  of  passage  coming  to  Winnipeg 
when  times  were  good  and  leaving  when  they  were 
bad. 

5.  New  distribution  centers. — The  expansion  of 
the  West  has  led  to  the  building  up  of  new  distribut- 
ing centers.     In  1901,  the  bulk  of  the  distributive 
business  in  the  West  was  done  either  from  Eastern 
Canada  or  from  Winnipeg  westward  on  the  one  hand, 
or  from  Victoria  or  Vancouver  eastward  on  the  other. 
Between  Winnipeg  and  the  Rockies,  Calgary  and 
Edmonton  were  the  largest  wholesale  points ;  but  their 
business  was  small.     Since  1901,  there  have  grown 
up  in  the  Prairie  Provinces,  west  of  Winnipeg,  such 
distributing  centers  as  Portage  la  Prairie,  Brandon, 
Regina,  Moose  Jaw,  Swift  Current,  Medicine  Hat, 
Camrose,    Yorkton,    Saskatoon,    Weyburn,    Leth- 
bridge.     In  British  Columbia,  there  are,  in  addition 
to  Victoria  and  Vancouver,  Revelstoke,  Kamloops, 
Nelson  and  Vernon. 

6.  Long  and  short  hauls  for  Prairie  centers. — The 
Prairie  distributing  centers,  once  developed,  began  to 
emphasize  the  advantage  of  getting  close  to  the  con- 
suming point  on  a  long  haul  movement  with  a  rela- 
tively short  haul  out  on  carload  or  less-than-carload 
movements.     Such  points  are  so  situated  that  they 
can  have  the  advantage  of  the  long  haul  rate  on 
straight  carloads,  then  distributing  out  on  the  short 
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hauls.  Winnipeg,  on  the  other  hand,  has  now  the 
long  haul  to  it  and  the  relatively  long  distributing 
haul  out. 

7.  Jobbing  businesses  and  classifications. — The 
complexities  introduced  by  jobbing  businesses,  their 
bearing  upon  classifications  and  the  mixing  privi- 
leges thereunder  are  illustrated  by  recent  develop- 
ments. The  Boards  of  Trade  of  Calgary,  Moose 
Jaw,  Weyburn,  Lethbridge,  Saskatoon  and  Regina 
desire  a  further  modification  of  the  rule  as  to  mixing 
as  it  now  applies  west  of  Port  Arthur.  They  point 
out  that  jobbing  centers  are  now  established  at  cen- 
tral points  in  the  Provinces  of  Manitoba,  Saskatche- 
wan and  Alberta,  and  contend  that  reasonable  pro- 
tection should  be  given  to  these  centers  to  do  the 
business  which  is  naturally  tributary  to  such  points. 
At  present,  shippers  of  small  lots  may  combine  their 
shipments  and  secure  carload  rates  on  what  would 
otherwise  be  carried  at  broken  lot  rates.  In  the  case 
of  groceries,  mixtures  are  permitted  on  over  300  arti- 
cles running  from  alum  to  washtubs.  This,  it  is 
claimed,  is  unfair  to  the  western  wholesale  merchants. 
It  is  admitted  that  there  may  have  been  some  justifi- 
cation at  an  earlier  date  for  maintaining  carload  rates 
to  retailers.  The  contention  now  is  that  there  is  "no 
further  necessity  for  violating  the  principle  of  giv- 
ing to  the  purchaser  of  a  carload  all  the  protection 
that  the  Railway  Classification  and  tariffs  intended 
he  should  have.  At  present  it  is  possible  for  the 
shipper  of  one  package  to  secure  as  low  a  rate  as  the 
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Chipper  of  any  number  of  carloads."  It  is,  there- 
fore, contended  that  the  following  rearrangements 
should  be  made :  carload  rates  should  be  confined  to 
carload  quantities  of  one  commodity  or  of  commodi- 
ties of  analogous  character;  that  the  minimum 
weight  for  each  class  of  commodity  should  reasonably 
approximate  the  carrying  or  cubical  capacity  of  a 
standard  car  with  due  regard  for  the  marketing  con- 
ditions of  the  articles  in  question;  that  the  present 
basis  of  trade  lists  should  be  abolished  and  carload 
rates  applied  only  on  carload  quantities  of  one  com- 
modity, or  one  or  more  commodities  of  an  analogous 
character. 

8.  Edmonton  objects  to  extension  of  mixing  privi- 
lege.— In  objecting  to  any  extension  of  the  mixing 
privilege,  the  Board  of  Trade  of  Edmonton  in  deal- 
ing with  a  cognate  matter  used  the  following 
language: 

.  .  .  (it)  would  work  irreparable  injury  to  the  wholesale 
interests  of  Edmonton,  and  would  be  the  means  of  transfer- 
ring to  wholesale  houses  in  Toronto,  Hamilton,  Montreal 
and  Winnipeg  a  considerable  volume  of  trade  now  enjoyed  by 
wholesale  centers  west  of  Winnipeg.  It  is  contended  as  un- 
reasonable that  wholesalers  situated  fifteen  hundred  or  two 
thousand  miles  away,  or  even  eight  hundred  miles  with  no 
organization  in  the  territory  affected  and  no  investment  in 
the  way  of  buildings  or  stocks,  should  expect  to  be  placed  in 
as  advantageous  situation  to  do  western  business  as  those 
houses  which,  under  the  encouragement  afforded  by  Classifi- 
cation No.  16  (i.e.,  by  the  list  system),  have  invested  their 
capital  and  developed  facilities  on  the  spot  for  taking  care 
of  that  trade. 
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9.  Distributive  business,  a  question  of  balance. — 
As  will  be  seen  in  dealing  with  the  question  of  rates, 
the  matter  of  distributive  business  and  the  settlement 
of   distributive    areas    is    a   question    of    balancing. 
Each  jobbing  center,  while  contending  for  the  geo- 
graphical advantage  of  its  situation,  is  chary  in  defin- 
ing the  limits  of  its  sphere  of  influence.     And  thus 
while  merchants  of  the  West  are  contending  for  a 
rearrangement  of  the  mixing  rule  which  will  give 
them  the  longest  possible  haul  in  carloads,  and  a 
distributive  business  on  the  short  hauls  in  less  than 
car  lots,  points  such  as  Vancouver,  Winnipeg,  Fort 
William,  Toronto  and  Montreal  are  opposed  to  the 
further  modification  which  has  been  outlined.     Mont- 
real, for  example,  desires  that  the  open  rule  should 
apply  generally  thruout  Canada. 

10.  Factors  affecting  classification. — As  Commis- 
sioner Clark  of  the  Interstate  Commerce  Commission 
has  aptly  said: 

Classification  is  not  an  exact  science  nor  may  tne  rating 
of  a  particular  article  be  determined  alone  by  the  yardstick, 
the  scales  and  the  dollar.  The  volume  and  desirability  of 
the  traffic,  the  hazard  of  carriage,  and  the  probability  of 
misrepresentation  of  the  article  are  large  factors  of  prime 
importance  in  classification.  At  best  it  is  but  a  grouping. 

Consideration  of  the  earlier  examples  of  classifica- 
tion, to  which  reference  has  been  made,  indicates  that 
at  least  three  determining  factors  were  considered- 
space,  weight  and  value.     It  was  considered  that 
where  an  article  could  be  packed  solidly  into  a  com- 
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paratively  small  space  it  was  proper  to  make  a  lower 
charge  than  when  the  same  weight  took  up  a  much 
larger  space.  And  there  was  also,  in  a  somewhat 
crude  way,  an  attempt  made  to  take  into  considera- 
tion the  basis  of  value  or  ability  to  pay.  Today, 
while  there  are  many  refinements  of  classification, 
these  three  factors  are  still  of  much  importance. 

While  the  scope  of  the  classification  has  become 
more  inclusive  as  business  has  expanded,  and  while 
the  ratings  have  at  the  same  time  become  more  dif- 
ferentiated, it  is  impossible  to  have  a  class  for  each 
article.  Consequently,  the  class  groupings,  while 
intended  to  embrace  analogous  articles,  do  not  em- 
brace articles  necessarily  identical  in  point  of  value, 
cost  of  carriage  or  other  factors. 

11.  Value  of  the  article. — The  value  of  the  article 
is  recognized  as  an  important  factor.  From  the 
standpoint  of  cost  of  service,  it  does  not  appear  justi- 
fiable to  class  gloves,  whalebone,  thread  and  umbrel- 
las in  first  L.  C.  L.,  while  common  brick,  concrete 
building  blocks  and  coal  are  classed  fourth  L.  C.  L. 
When  the  C.  L.  ratings  are  considered  it  will  be  found 
that  the  first  group  of  commodities  extracted  from 
the  dry  goods  list  have  an  any-quantity  rating,  while 
common  brick,  stone,  building  blocks  and  coal  have  a 
tenth  class  rating  C.  L. 

If,  however,  an  attempt  were  made  to  arrange  the 
ratings  on  the  basis  of  the  cost  of  service,  assuming 
that  this  could  be  accurately  established,  the  result 
would  be  that  the  low-grade  commodities  which  are 
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placed  in  tenth  class  would  be  able  to  stand  only  a 
short  haul  movement.  Under  these  circumstances, 
such  commodities  would  be  monopolized  locally  with 
a  resultant  disadvantage  to  the  consumer.  As  a  re- 
sult of  this,  value  is  recognized  as  a  factor,  and  ability 
to  pay  places  certain  articles  in  the  first  class  and 
others  in  the  tenth. 

In  so  arranging  commodities,  cognizance  is  taken 
of  the  fact  whether  the  articles  are  in  the  rough, 
partly  finished  or  finished  state.  Millstones  in  the 
rough  are  classed  L.  C.  L.  third,  C.  L.  fifth;  when 
finished  they  are  classed  second  and  fourth.  While 
dimension  or  building  stone  in  the  rough,  sawn  or 
dressed,  not  carved,  is  fourth  and  tenth,  it  is  first 
and  fifth  when  carved  or  lettered,  crated  or  boxed. 
Or,  again,  difference  in  quality  is  recognized.  Thus, 
while  brick — common,  fire,  vitrified  and  scoria  blocks 
—is  rated  fourth  and  tenth,  enameled  and  glazed 
brick  is  third  and  fifth. 

In  dealing  with  the  classification  of  blaugas,  the 
Board  found  that  the  ratings  of  second  and  fourth 
were  reasonable,  this  conclusion  being  based  on  a  con- 
sideration of  the  article  and  of  its  ability  to  pay  as 
compared  with  the  lower  ability  to  pay  of  the  articles 
classed  third  and  fifth,  which  were  the  ratings  asked 
for.  So,  also,  where  a  carload  rating  was  asked  for 
on  cigars,  which  have  an  any-quantity  rating  of  first 
class,  it  was  held  that  as  cigars  were  luxuries  the  any- 
quantity  rating  was  not  unfair.  A  similar  position 
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was  taken  in  dealing  with  an  application  to  reduce  the 
rating  of  cut-glass  from  double  first  to  first  class. 

On  a  complaint  that  prepared  roofing  was  im- 
properly classed  L.  C.  L.  3,  C.  L.  5,  while  plain  felt 
for  roofing  was  classed  4  and  5,  it  was  pointed  out 
that  there  is  a  wide  range  of  prepared  roofing— 
that  it  sells  by  the  square  of  100  feet  at  wholesale 
prices,  varying  from  70c  to  $2.56  per  square.  Com- 
mon saturated  felt,  with  which  comparison  was  made, 
sells  wholesale  at  from  26c  to  82c  per  square  of  100 
feet.  But  even  tho  the  highest  quoted  price  for 
felt  overlapped  the  lowest  price  for  prepared  roof- 
ing, it  was  recognized  that  the  general  range  of  value 
of  the  "roofing"  was  much  higher,  and  it  was  held 
that,  from  this  standpoint,  it  was  not  improperly 
classified. 

In  using  value  as  a  basis,  there  is  considered  not 
only  the  ability  to  pay,  but  also  the  market  value  of 
the  article.  That  is  to  say,  where  an  article  has  a  high 
market  price,  the  higher  rating  has  but  a  slight  per- 
centage effect  upon  the  market  demand.  But  in  the 
case  of  articles  of  wide  demand  and  consequently 
lower  market  price  the  higher  rating  would  add  such 
a  percentage  to  the  market  price  that  the  demand 
would  be  curtailed.  Consequently,  as  a  matter  of 
self-interest,  the  ratings  must,  within  certain  broad 
limits,  recognize  ability  to  pay  as  a  factor. 

12.  Bulk  and  weight. — As  the  railways  in  trans- 
porting freight  are  selling  car  space,  what  can  be 
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packed  in  a  given  space  is  important.  There  must  be 
considered  whether  the  articles  are  K.  D.  (knocked 
down)  or  S.  U.  (set  up) .  Sheaf  carriers,  S.  U.,  are 
D-l,  while  K.  D.  they  are  second  class,  these  ratings 
being  for  L.  C.  L. ;  while  lumber  wagons  are  first  class 
S.  U.  and  second  class  K.  D.  Another  consideration 
is  whether  the  articles  are  loose  or  in  bulk,  including 
in  this  the  consideration  as  to  whether  they  are  crated 
in  boxes  or  otherwise  packed.  A  variety  of  ratings 
will  be  found  based  on  the  difference  in  packing. 
Thus  in  the  tin  and  tinware  list  the  following  will 
be  found: 

Tinware,  N.O.S. : 

L.C.L.  C.L. 

Loose,  O.R.D D-l  6 

Not  nested,  in  crates,  boxes  or  barrels  i  .        1  5 

Nested,  in  crates,  boxes  or  barrels ....        2  5 

Nested  solid,  in  crates,  boxes  or  barrels .        3  5 

Other  considerations  falling  under  the  heading  of 
bulk  and  weight  are,  whether  the  commodities  are  in 
L.  C.  L.  or  C.  L.  shipments  and  questions  of  min- 
imum weights.  Lamp  chimneys  have  a  rating  of 
second  and  fifth,  with  a  minimum  of  20,000  pounds. 
It  may  be  noted  that  while  the  normal  fifth  class  min- 
imum is  24,000  pounds,  the  load  weight  of  these  goods 
will,  on  account  of  their  being  light  and  bulky,  very 
seldom  reach  20,000  minimum,  normally. 

13.  Bisk  attached  to  carriage. — A  railway  is  an  in- 
surer, and  so  the  risk  attaching  to  the  carriage  of  the 
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goods  is  considered.     Scattered  thruout  the  classifica- 
tion will  be  found  the  following  notations : 

O.R.B.         =  Owner's  risk  of  breakage. 
O.R.C.         =       *  "       "   chafing. 


O.R.D.  = 

O.R.Det.  = 

O.R.F.  == 

O.R.L.  = 

O.R-Lkge.  = 

O.R.S.  = 

O.R.W.  = 


damage. 

deterioration, 
fire, 
loss, 
leakage, 
sifting, 
weather. 


When  these  owner's  risk  notations  appear  in  the  class- 
ification, the  railway  is  relieved  of  the  risks  necessar- 
ily incidental  to  the  transportation  of  the  article  so 
noted.  But  it  is  not  relieved  of  the  liability  for  any 
loss  or  damage  which  may  result  from  any  negligence 
or  omission  of  the  railway,  its  agents  or  employes. 
If  a  shipper  does  not  wish  to  ship  at  "owner's  risk," 
then  the  articles  proffered  by  him  will  be  carried  sub- 
ject to  the  terms  of  the  Standard  Bill  of  Lading,  but 
subject  to  the  addition  of  25  per  cent  to^the  rates 
applying  when  the  goods  are  carried  at  "owner's 
risk." 

Particular  examples  of  the  classification,  consider- 
ing the  risk  attending  transportation,  are  plentiful. 
Green  vegetables  O.  R.  Det.,  in  baskets,  bags  or 
crates,  are  first  class  L.  C.  L.,  while  evaporated  or 
desiccated  vegetables  are  third  class  L.  C.  L.  in  bags, 
boxes,  or  barrels.  The  rating  is  affected  by  the  ques- 
tion of  whether  the  commodity  is  liquid  or  dry. 
Liquid  shellac  in  tins,  boxed,  is  first  and  third,  while 
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dry  shellac  is  second  and  fourth.  In  the  rating  of 
acids,  there  has  to  be  taken  into  consideration  not  only 
the  risk  of  handling  with  reference  to  the  goods  them- 
selves, but  also  as  to  other  property.  Special  care 
must  be  taken  in  handling  them. 

14.  Facilities  and  equipment  required. — While 
the  nature  of  the  facilities  required  has  an  important 
bearing  on  the  rate,  it  also  affects  the  conditions  at- 
taching to  the  classification  rating.  Apples  and  po- 
tatoes must  be  prepaid,  in  winter. 

In  arranging  classification,  the  matter  of  tonnage 
movement  is  important.  While  low-grade  commod- 
ities must  have  a  low  rating  in  order  to  move  at  all, 
the  fact  that  a  commodity  moves  in  large  bulk  facili- 
tates the  low  rating  arrangement.  The  question  of 
competition  of  markets  is  a  factor,  too.  So,  also,  is 
the  competitive  effect  exercised  by  alternate  water 
routes. 

In  dealing  with  classification,  the  question  of  anal- 
ogy plays  an  important  part.  A  change  in  the  rat- 
ing of  an  article  will  create  a  demand  for  a  change 
in  a  complementary  commodity.  While  aluminum 
and  copper  wire  are  distinct  commodities,  they  are 
both  complementary  and  competing;  so  we  find 
them  both  with  a  rating  of  second  and  fourth.  The 
lists  of  the  classification  have  grown  up  out  of  the 
varied  needs  of  business  and  to  disregard  these  is  to 
upset  business.  In  the  grocery  list,  we  find  not  only 
flour,  sugar,  jams  and  jellies,  but  also  glue  and 
tobacco.  In  1911,  the  Canadian  Freight  Associa- 
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tion,  acting  for  the  Canadian  railways,  proposed  a 
rearrangement  of  the  ratings  on  tobacco.  The  most 
important  part  of  this  rearrangement  was  the  substi- 
tution of  a  fourth  class  carload  rating  for  the  existing 
fifth  class  rating.  In  evidence,  it  was  shown  that  84 
per  cent  of  the  output  of  plug  tobacco  of  the  Domin- 
ion Tobacco  Company  and  over  60  per  cent  of  its  cut 
tobacco  was  disposed  of  to  the  grocery  trade.  The 
Ontario  Wholesale  Grocers'  Guild  testified  that  from 
80  per  cent  to  85  per  cent  of  the  tobacco  sold  was 
handled  by  grocers,  and  that  the  tobacco  business  was 
about  ten  per  cent  of  the  total  trade  of  the  grocers. 
The  result  of  the  proposed  change  would  have  been  a 
dislocation  of  business,  since  tobacco  and  groceries 
would  no  longer  have  been  able  to  mix  on  a  fifth  class 
rating.  The  Board,  in  ruling  on  the  matter,  said: 
"In  view  of  the  dislocation  which  the  proposed  in- 
creased ratings  would  cause,  it  would  be  necessary  for 
the  railways  to  make  out  a  strong  affirmative  case. 
This  they  have  not  done  .  .  .  and  their  application 
should  be  dismissed." 

It  is  impossible,  without  going  into  tedious  detail, 
to  enumerate  all  the  factors  which  determine  the 
classification  ratings.  As  a  fairly  compendious  sum- 
mary, there  may  be  quoted  the  following  extract  from 
the  Annual  Report  of  the  Interstate  Commerce  Com- 
mission for  1897: 

(there  is  considered)  whether  commodities  are  crude,  rough 
or  finished ;  liquid  or  dry ;  knocked  down  or  set  up ;  loose  or 
in  bulk ;  nested  or  in  boxes  or  otherwise  packed ;  of  vegetables 
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whether  green  or  dry,  desiccated  or  evaporated ;  the  market 
value  and  shippers'  representations  as  to  their  character; 
the  cost  of  service,  length  and  duration  of  haul;  the  season 
and  manner  of  shipment ;  the  space  occupied  and  weight ; 
whether  in  carload  or  less-than-carload  lots;  the  value  of 
annual  shipments  to  be  calculated  on:  the  sort  of  car  re- 
quired, whether  flat,  gondola,  box,  tank,  or  special ;  whether 
ice  or  heat  must  be  furnished ;  the  speed  of  trains  necessary 
for  perishable  or  otherwise  rush  goods ;  the  risk  of  handling, 
either  to  the  goods  themselves  or  other  property ;  the  weights, 
actual  and  estimated;  the  carriers'  risk  or  owners'  release 
from  damage  or  loss. 

15.  Classification  in  operation  in  Canada. — The 
Railway  Act  provides  that  the  railway  shall  keep  on 
file,  at  the  stations  where  freight  is  received  and  deliv- 
ered, a  copy  of  the  freight  classification  or  classifica- 
tions in  force  upon  the  railways  for  inspection  during 
business  hours.  The  Board  is  given  wide  powers  in 
dealing  with  the  classification.  These  are  set  forth  in 
Section  321  of  the  Railway  Act,  which  provides: 

The  tariff  of  tolls  for  freight  traffic  shall  be  subject  to  and 
governed  by  that  classification  which  the  Board  may  pre- 
scribe or  authorize,  and  the  Board  shall  endeavor  to  have 
such  classification  uniform  thruout  Canada,  as  far  as  may 
be,  having  due  regard  to  all  proper  interests.  The  Board 
may  make  any  special  regulations,  terms  and  conditions  in 
connection  with  such  classification,  and  as  to  the  carriage  of 
any  particular  commodity  or  commodities  mentioned  therein, 
as  to  it  may  seem  expedient.  The  company  may  from  time 
to  time,  with  the  approval  of  the  Board,  and  shall,  when  so 
directed  by  the  Board,  place  any  goods  specified  by  the  Board 
in  any  stated  class  or  remove  them  from  any  one  class  to  any 
other  higher  or  lower  class.  Provided  that  no  goods  shall 
be  removed  from  a  lower  to  a  higher  class  until  such  notice 
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as    the   Board   determines   has   been   given   in   the   Canada 
Gazette. 

The  classification  is  revised  from  time  to  time.  It 
is  issued  at  irregular  intervals.  Down  to  date  there 
have  been  sixteen  issues.  Between  issues,  supple- 
ments are  issued  to  take  care  of  changed  ratings. 

While  the  Board  of  Railway  Commissioners  for 
Canada,  popularly  spoken  of  as  the  Railway  Commis- 
sion, has  power  to  initiate  changes  in  classification, 
normally  it  does  not  act  on  its  own  initiative,  but  on 
complaint.  The  initiation  of  the  classification  or  of  a 
supplement  thereto  is  in  the  hands  of  the  Canadian 
Freight  Association,  acting  for  the  railways,  and 
more  particularly  the  Advisory  Committee  thereof. 

As  has  been  seen,  the  increased  ratings  have  to  be 
published  in  the  Canada  Gazette.  The  Board  by  its 
order  of  January  18,  1909,  provided  that,  in  filing 
changes  of  classification,  this  material  should  be  sub- 
mitted in  proof-sheets  setting  forth  a  list  of  the  articles 
not  previously  provided  for,  which  it  is  proposed  to 
add  to  the  classification  and  the  ratings  for  these 
articles.  Further,  it  was  directed  that  information 
should  be  given  as  to  the  proposed  advances,  reduc- 
tions or  other  changes  in  rules,  ratings  or  minimum 
weights.  In  making  application  as  to  changes,  it  is 
required  that  the  reasons  should  be  set  out.  As  an 
example  of  reasons  given,  the  following  dealing  with 
"Lath,  iron  or  steel,  in  bundles,  crates  or  boxes,"  may 
be  referred  to: 
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This  material  has  several  uses  chief  of  which  is  for  plas- 
tered walls.  In  this  it  takes  the  place  of  expanded  metal  or 
wooden  lath.  Coming  in  competition  with  expanded  metal  of 
about  the  same  value  and  transported  under  the  same  general 
conditions,  there  should  be  no  difference  in  the  ratings,  and 
third  class  L.C.L.  seems  reasonable  and  should  we  think,  be 
permitted. 

16.  New  issues  of  classifications'. — Any  proposed 
new  issue  of  the  Classification,  or  any  proposed  sup- 
plement thereof,  must  be  submitted  in  printed  proof 
form  for  the  approval  of  the  Board  before  it  becomes 
effective.  If  the  new  issue  or  supplement  increases 
a  classification  rating,  notice  that  the  Classification 
or  supplement  has  been  submitted  to  the  Board  for 
its  approval  must  be  given  in  two  issues  of  the  Canada 
Gazette.  It  is  required  that  the  proof  shall  show 
under  the  heading  of  "additions,"  articles  not  pre- 
viously classified  and  the  proposed  ratings  therefor; 
also  new  rules  or  regulations  which  it  is  proposed  to 
add  to  the  Classification.  Under  the  heading  of 
"Changes,"  proposed  increases,  or  reduced  ratings,  or 
changes  in  the  existing  rules  or  regulations  must  be 
set  out,  there  being  included  in  a  parallel  column  those 
previously  approved  by  the  Board. 

The  application  to  the  Board  is  to  be  accompanied 
by  a  statement  of  the  reasons  for  proposed  changes 
involving  increased  transportation  charges.  At  the 
same  time,  it  is  required  that  there  be  furnished 
to  each  of  some  54  representative  industrial  associa- 
tions and  Boards  of  Trade  a  copy  of  the  proof  and  of 
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the  notice  of  publication,  with  the  request  that  fully 
explained  objections,  if  any,  to  the  proposed  changes 
involving  increased  transportation  charges  be  filed 
with  the  Board  within  thirty  days  from  the  receipt  of 
said  proof  and  notice. 

17.  Board's   participation  in   classifications. — In- 
stead of  dealing  with  the  classification  after  it  is  made, 
the  Board  may  be  said  to  participate  in  its  making. 
After  representations  are  received  from  the  various 
trade  bodies,  it  is  usual  to  arrange  a  conference  be- 
tween the  railways  and  the  representatives  of  the 
trade  organizations.     At  this  conference,  the  Chief 
Traffic  Officer  of  the  Board  is  also  present.     The 
matters  at  issue  are  discussed,  and  an  attempt  is  made 
to  arrive  at  a  conclusion.     The  Chief  Traffic  Officer 
reports  to  the  Board,  which  deals  with  the  unsettled 
questions,  if  there  are  any.     When  this  has  been  done, 
an  order  is  issued  authorizing  the  coming  into  effect 
of  the  classification. 

18.  False    classification    and    complaints. — False 
classification  of  freight,  either  by  a  railway  or  its  em- 
ployes, or  by  a  consignor  or  consignee,  with  a  view 
either  to  give  or  to  obtain  carriage  of  goods  at  lower 
than  the  rates  legally  in  force,  is  punishable  for  each 
offense  by  a  penalty  not  exceeding  $1,000  and  not  less 
than  $100. 

From  time  to  time,  an  individual  may  complain  of 
the  classification  as  fixed.  For  example,  a  manufac- 
turer of  explosives  desired  paraffin  wax  to  be  given  a 
rating  under  chemicals.  He  made  application  to  the 
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Advisory  Committee  of  the  Canadian  Freight  Associ- 
ation, which  did  not  see  fit  to  accede  to  his  request. 
By  application  to  the  Board  the  matter  was  set  down 
for  hearing  and  a  direction  was  given  that  the  revised 
rating  should  be  granted. 

Since  classification  is  tied  up  with  rate-making,  and 
since  the  changing  of  an  article  from  one  class  to  an- 
other is  equivalent  to  a  change  in  the  rate,  it  is  es- 
sential that  any  organization  regulating  rates  should 
have  an  efficient  control  over  classification  as  well. 

REVIEW 

What  is  the  mixing  privilege  and  to  what  articles  is  it  limited? 
How  is  it  applied  in  Eastern  and  in  Western  Canada? 

What  objection  has  been  made  to  the  extension  of  the  mixing 
privilege  ? 

Name  the  principal  factors  in  railway  classifications  and  de- 
fine the  influence  of  each. 

How  is  a  freight  classification  changed  and  what  regulations 
govern  a  new  issue? 

If  you,  as  a  merchant,  wanted  to  complain  about  a  classification 
how  would  you  proceed? 


CHAPTER  VI 

FREIGHT  RATES 

1.  Importance  of  freight  traffic. — In  the  fiscal  year 
ending  March  31, 1917,  the  tariffs  filed  with  the  Board 
totalled  64,056.  Of  these,  41,877  were  freight  tariffs. 
That  is  to  say,  139  freight  tariffs  were  filed  every 
working  day.  These  tariffs  are  concerned  not  only 
with  traffic  lying  wholly  within  Canada,  but  also  with 
the  transit  business  in  which  both  Canada  and  the 
United  States  participate.  The  tariffs  vary  in  size 
from  a  transcontinental  tariff,  with  its  107  pages,  to 
a  supplement  of  a  single  sheet. 

In  a  new  country  such  as  Canada,  where  a  sparse 
population  is  spread  over  a  large  territory,  the  receipts 
from  freight  traffic  largely  outrank  those  from  pas- 
senger business.  If  the  mails,  express,  baggage  and 
parlor  car  receipts,  which  total  about  four  per  cent  of 
the  gross  earnings,  are  included  in  the  passenger 
total,  the  following  tabular  summary  is  available: l 

1910  1911  1912  1193  1914  1915 

Per  Per  Per  Per  Per  Per 

Cent.  Cent.  Cent.  Cent.  Cent.  Cent. 

Passenger    service    30.44  30.90  29.65  28.99  29.85  30.37 

Freight     67.54  67.07  68.35  68.99  68.19  67.31 

Station  and  train  privileges,  etc..     .39  .44  .49  .61  .33  .46 

Telegraph,  rents  and  other  sources  1.63  1.59  1.51  1.41  1.53  1.86 

i  Owing  to  a  revision  in  classification  made  effective  on  July  1st,  1915, 
the  comparative  summary  cannot  be  carried  out  for  the  years  1916  and 
1917. 
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Bulking  passenger  revenues  and  revenues  inci- 
dental thereto  in  1917  on  rail  line  movements  $2.76 
were  earned  from  freight  for  every  dollar  from  pas- 
senger business. 

2.  Tonnage  and  mileage  service. — In  Canada,  in 
the  period  from  1907  to  1917,  the  gross  earnings  from 
freight  increased  by  129  per  cent.     The  tonnage  and 
mileage  service  performed  afford  a  measure  of  what 
the  railways  are  doing.     The  following  table  puts 
the  matter  for  a  period  of  years  in  a  summary  manner: 

1912      1913      1914      1915      1916      1917 

Average   haul,   miles 218       216       207       202       257       256 

Average  tons  per  train 325       342        353        344        411        436 

Average  loaded  cars  per  train.     18.19     18.0       18.4       18.06     19.65     19.59 
Average  tons  per  loaded  car..     17.87     19.01     19.18     18.43    20.91     2J.JI 

But  for  the  shorter  hauls  and  lighter  loadings  of  the 
smaller  lines  the  averages  here  shown  would  be  higher. 
As  an  example  of  the  position  of  the  longer  lines, 
reference  may  be  made  to  the  Canadian  Pacific  which, 
in  1917,  had  an  average  haul  of  470  miles  and  an 
average  of  538  tons  per  train. 

The  increase  in  general  in  the  average  haul  is  an 
index  of  the  rapidly  expanding  railway  network  of 
Western  Canada.  In  the  period  in  question,  there  is 
an  increase  in  the  average  loading  per  car.  But  tak- 
ing the  average  car  at  thirty  tons  capacity,  in  1917, 
thirty  per  cent  of  the  carrying  space,  on  the  average, 
was  empty. 

3.  Railway  rates  of  universal  interest. — The  funda- 
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mental  part  that  transportation  plays  in  all  countries 
and  the  greater  importance  of  freight  traffic  in  a  new 
country,  has  caused  much  discussion  as  to  the  proper 
basis  of  rates,  and  especially  of  freight  rates.  While 
certain  phases  of  competition  have  an  effect  on  railway 
transportation,  there  are  also  limitations  of  competi- 
tion. In  a  sense  this  is  becoming  more  and  more  true 
of  all  modern  industry,  and  the  easy-going  ideas  as  to 
the  pervasive  effects  of  competition  which  developed 
at  a  time  when  industry  was  not  organized  on  a  large 
scale  and  large  investments  of  capital  were  unneces- 
sary, are  now  being  shocked  into  a  readjustment. 

In  the  case  of  the  railway,  its  service  is  as  funda- 
mental in  modern  industrial  life  as  electric  light  and 
water  services  and  street  cars  are  in  the  routine  of  the 
city  dweller.  Any  interference  with  the  efficiency  of 
the  transportation  system  is  of  far-reaching  conse- 
quence. A  congestion  at  a  frontier  terminal  creates 
a  fear  of  a  coal  famine.  The  large  mass  of  the  people 
are  in  one  way  or  another  affected  by  the  transport  of 
commodities  on  the  railway.  Few,  nowadays,  lead 
the  hermit  life.  Not  only  are  we  dependent  on  the 
railway  in  the  normal  distributive  process,  but  we  are 
greatly  dependent  on  it  in  our  maladjusted  distribu- 
tive organization  which  is  characterized  by  wastes  of 
transportation.  When  we  ship  Eastern  Townships 
butter  to  Vancouver  Island  and  New  Zealand  butter 
to  Ottawa,  New  Zealand  poultry  and  mutton  to  .the 
interior  valleys  of  British  Columbia,  and  eggs  from 
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Ontario  to  Regina,  it  is  but  little  wonder  that  the 
freight  rate  elicits  active  discussion. 

4.  Competition. — Not  only  is  the  rate  a  matter  of 
wide  interest ;  the  nature  of  the  railway  transportation 
business  is  also  important.  In  a  letter  which  Leland 
Stanford  wrote  to  the  San  Francisco  Chamber  of 
Commerce  in  1873,  he  said:  "Whenever  undue  prof- 
its upon  an  investment  in  railroads,  or  any  other  cor- 
porate property  accrue,  other  capital  will  always  be 
found  to  enter  into  the  same  business  to  share  such 
profits,  and,  by  competition,  to  reduce  them  to  a  legiti- 
mate standard."  On  the  other  hand,  J.  J.  Hill,  in  his 
evidence  before  the  Interstate  Commerce  Commission 
in  1902,  said:  "Competition  does  not  lower  rates; 
on  the  contrary,  it  advances  them.  In  the  North- 
west, where  for  twenty  years  the  Northern  Pacific 
and  the  Great  Northern  have  been  at  peace,  where  one 
road  has  agreed  with  the  other  on  rates  and  maintained 
the  agreement,  rates  are  lower  than  in  any  other  part 
of  the  country." 

Railways  are  not  operating  in  a  frictionless  eco- 
nomic ether,  as  Stanford  naively  suggested.  They 
are  forced  by  their  nature  to  come  into  some  kind  of 
relationship.  A  dry  goods  merchant,  dealing  with  his 
customers,  is  not  dependent  upon  the  other  merchants 
concerned  in  local  trade.  He  may  do  more  than  a 
local  trade  without  demanding  any  cooperation  with 
other  merchants.  It  is  true  that  the  pursuit  of  his 
trade  demands  a  cooperation  with  the  wholesale  mer- 
chant. But  within  the  limits  of  his  retail  business  his 
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relationship  to  other  merchant  is  not  one  of  coopera- 
tion, but  of  competition. 

5.  Compared  with  mercantile  and  manufacturing 
business. — A  merchant  must,  of  course,  be  prepared 
to  supply,  within  limits,  the  goods  demanded  by  his 
customers,  within  the  time  specified.  A  railway  is  en- 
gaged in  selling  services,  and  readiness  to  serve  is 
therefore  essential  to  its  business.  A  merchant,  while 
he  must  be  ready  to  serve,  has  the  opportunity  of  ad- 
justing his  stock  to  seasonal  demands,  and  in  so  doing 
he  has  the  opportunity  to  turn  over  his  capital.  A 
manufacturer  may  conceivably  accumulate  a  surplus 
stock  of  goods  to  meet  a  later  demand.  It  is  patent 
that  a  railway  cannot  create  service  in  advance  of  de- 
mand. It  has  to  be  prepared  to  provide  service  when 
and  how  demanded.  This  readiness  to  serve  is  repre- 
sented in  locomotive  and  freight  car  units. 

A  striking  example  of  this  is  afforded  by  the  west- 
ern grain  movement.  The  grain  begins  to  move  about 
two  and  a  half  months  before  the  close  of  navigation 
on  the  Great  Lakes,  and  every  effort  has  to  be  made  to 
get  the  grain  forward  to  Fort  William  and  Port 
Arthur.  Consequently,  the  railways  must  be  ready  to 
meet  a  peak-load  in  a  short  period  of  time.  On  Sep- 
tember 29, 1913,  the  Canadian  Pacific  handled,  in  and 
out  of  Winnipeg,  5,014  cars  of  grain.  On  the  same 
date  thirty-eight  trains  of  grain  were  dispatched  from 
Winnipeg  in  ten  hours,  or  an  average  of  one  train 
every  sixteen  minutes.  In  order  to  meet  this  peak- 
load,  the  railway  must  have  not  only  a  number  of  cars 


106  INLAND  TRAFFIC 

i 

sufficient  to  carry  the  grain  peak-load,  but  also  suf- 
ficient for  the  ordinary  business  of  the  railway.  Were 
it  possible  to  equalize  the  grain  movement  over  the 
year,  it  is  obvious  that  a  lesser  number  of  cars  would 
be  needed  to  move  the  total  business.  In  the  move- 
ment of  the  wheat  crop  of  Western  Canada  in  the  year 
1913-14,  the  railways  moved  37.5  millions  of  bushels 
to  Fort  William  and  Port  Arthur  in  November,  1913, 
while  in  August,  1914,  they  moved  only  1.4  million. 
Under  good  weather  conditions  in  October,  1915,  the 
railways  moved  2.25  million  bushels  into  the  Lake 
terminals  in  one  day.  More  could  have  been  handled 
had  it  not  been  for  the  fear  of  congestion  thru  the 
inability  of  the  elevators  and  the  boats  to  take  up  the 
grain  promptly. 

6.  Evils  of  parallel  lines. — As  has  been  indicated, 
attempts  have  been  made  to  trace  an  analogy,  if  not  an 
identity,  between  railway  transportation  and  other 
business.  The  analogy,  however,  is  imperfect.  On 
account  of  the  large  expenditure  of  fixed  capital  neces- 
sary, the  construction  of  parallel  railways  is  expensive. 
Normally  it  is  better,  both  from  the  standpoint  of  the 
public  using  the  railway  and  from  the  standpoint  of 
the  public  investing  in  railways,  not  to  have  redupli- 
cation of  closely  paralleling  railways.  If  there  is  par- 
alleling, the  chances  are  that  there  will  not  be  suf- 
ficient local  business  for  the  two  lines.  If  the  parallel 
lines  connect  two  important  commercial  centers,  they 
may  each  obtain  a  sufficient  share  of  the  trade.  But, 
as  regards  local  traffic,  there  may  not  be  enough  of 
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it  to  provide  for  an  adequate  division  of  business. 

Two  parallel  railway  systems  competing  for  an  in- 
sufficient local  traffic  have  all  the  greater  reason  to 
join  in  some  arrangement  with  reference  to  the  di- 
vision of  the  traffic.  In  the  realignment  of  the  rail- 
way system  of  eastern  Ontario,  which  has  been 
brought  about  by  the  construction  of  the  Canadian 
Northern  and  the  Canadian  Pacific  lines — the  Camp- 
bellford,  Lake  Ontario  and  Western — there  is  in  the 
towns  along  Lake  Ontario  paralleling  of  the  lines  of 
the  Grand  Trunk  and  reduplication  of  its  facilities. 
These  new  lines  have  been  built  primarily  because  of 
the  thru  business.  As  to  the  local  business,  while 
there  will  be  competition  of  service,  it  is  not  to  be 
expected  that  there  will  be  competition  in  rates,  except 
in  so  far  as  the  short-line  mileage  of  one  railway  will 
control  the  maximum  charges  of  the  other  railways  be- 
tween given  points. 

Even  if  we  have  two  systems  which  do  compete,  the 
competition  is  different  from  ordinary  competition. 
To  have  competition  operating  in  the  same  way  as  in 
ordinary  business,  there  would  have  to  be  a  very  nar- 
row extent  of  territory  separating  the  tracks  of  the 
competing  railways. 

If,  however,  a  railway  which  has  a  monopoly  of  the 
local  business  charges  exorbitant  rates,  thereby  ob- 
taining profits  greater  than  normal,  it  is  possible  that 
potential  competition  may  redress  them.  But  certain 
qualifications  must  be  borne  in  mind.  The  local  busi- 
ness adequate  for  one  line  might,  even  with  the  addi- 
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tional  business  a  second  line  could  develop,  be  inade- 
quate to  give  a  profit  on  the  investment  of  two  lines. 
Then,  again/  if  a  second  line  is  built,  the  capital  once 
invested  must  depend  for  its  return  on  the  conditions 
affecting  its  traffic.  It  cannot,  of  course,  be  moved  if 
the  profits  are  inadequate.  If  a  railway  is  obtaining 
profits  in  excess  of  the  normal  rate,  then,  subject  to 
what  has  been  said,  free  capital  may  in  time  be  at- 
tracted. This  takes  time,  although  it  is  not  im- 
possible. 

REVIEW 

What  form  of  traffic  is  most  profitable  to  Canadian  railways? 
Why? 

Indicate  a  few  of  the  tendencies  which  the  freight  transporta- 
tion of  today  shows  over  that  of  five  years  ago. 

Wherein  lay  the  error  of  Senator  Stanford's  statement  about 
railroads  ? 

How  does  the  railroad  business  differ  from  the  mercantile  and 
manufacturing  business? 

Discuss  the  evils  resulting  from  parallel  railway  systems. 


CHAPTER  VII 

THE  BASIS  OF  RATE  MAKING 

1.  "Postage  stamp"  rates. — Arguing  from  the 
analogy  of  the  postal  service,  Gait  in  England  and 
Cowles  in  the  United  States  contend  that  there  should 
be  a  flat  rate.  Cowles,  in  his  "A  General  Freight 
and  Passenger  Port,"  has  put  the  position  thus: 
"Railway  rates  should  be  determined  by  the  cost,  and 
not  by  the  value,  of  the  service  rendered.  Any  rate 
that  will  pay  the  cost  of  the  shortest  haul  of  a  person 
or  of  a  piece  of  property,  within  a  railway  system, 
will  pay  the  cost  of  the  average  haul,  and,  therefore, 
the  cost  of  service  rate." 

The  theory  of  Cowles  rests  on  an  exaggeration  of 
the  unimportance  of  distance.  While  distance  may 
not  in  a  particular  case  be  the  determining  factor,  it 
is  a  factor  to  be  considered.  He  identifies  the  cost  of 
the  shortest  haul  with  the  cost  of  the  average  haul. 
This  is  a  manifest  misconception  of  the  significance  of 
averages.  Because  the  average  is  made  up  of  a  series 
of  journeys,  long  and  short,  of  which  the  shortest  haul 
referred  to  is  one,  there  is  no  assurance  of  identity 
between  the  average  haul  and  the  shortest  haul.  In 
assuming  that  the  rate  that  will  pay  the  cost  of  service 
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of  the  shortest  haul  will  be  the  proper  rate  for  all,  he 
is  resting  upon  pure  assumption.  If  application  of 
the  theory  were  made,  it  would  inevitably  happen  that 
the  long-distance  traffic  would  be  unduly  bonused  at 
the  expense  of  the  short-haul  traffic. 

Further,  if  the  rates,  as  Cowles  holds,  are  to  be 
determined  by  cost  of  service  and  at  the  same  time 
distance  is  to  be  disregarded  by  applying  the  postal 
principle,  it  will  follow  that  distance  is  not  a  varying 
element  in  the  cost  of  service,  and  that  it  costs  no 
more  to  haul  a  car  five  thousand  miles  than  to  haul 
it  five.  While  the  theoir  might  possibly  be  enter- 
tained as  a  matter  of  public  policy,  as  a  statement  of 
a  cost  of  service  basis  it  is  a  patent  absurdity. 

2.  Distance  rates. — While  the  "postage  stamp" 
theory  disregards  distance,  the  equal  mileage  theory 
over-emphasizes  it.  In  1873,  there  was  introduced 
into  the  Parliament  of  Canada  a  bill  to  provide  that 
"tolls  should  be  at  all  times  charged  equally  to  all 
persons  and  after  the  same  rate  per  mile  for  all  dis- 
tances in  respect  of  passengers  and  traffic."  At  that 
time,  the  same  subject  was  engaging  the  attention  of 
the  legislature  of  New  York.  In  both  cases,  it  was 
the  competition  of  goods  from  farther  west,  which 
went  thru  on  a  low-rate  basis  per  mile  as  compared 
with  the  higher-rate  basis  of  the  shorter  haul,  that 
brought  the  matter  to  the  front.  In  Canada,  the  con- 
ditions following  the  panic  of  1873  caused  this  project 
to  be  rather  actively  discussed  in  the  period  from  1873 
to  1875. 
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In  England,  the  Select  Committee  on  Railway 
Companies  Amalgamation,  1872,  summarized  the  dis- 
advantages as  follows: 

(a.)  It  would  prevent  railways  from  lowering  rates 
to  meet  sea,  canal,  or  shorter  railway  distance  rates, 
thus  lessening  advantages  of  competition. 

(6.)  It  would  interfere  with  giving  better  rates  on 
larger  quantities,  or  on  carrying  long  distances  at 
lower  rates.  (In  respect  of  quantity,  note  the  differ- 
ence in  Canada  between  L.  C.  L.  and  C.  L.  In  Eng- 
land, trainload  quantities  may  also  be  considered.) 

(c.)  It  would  compel  the  same  rate  over  expensive 
as  over  less  expensive  lines  of  the  company. 

3.  Rates  based  on  capitalization. — Unless  there  is, 
in  the  first  instance,  a  regulation  of  the  issue  of  the 
securities  entering  into  the  capitalization,  there  is  no 
assurance  that  the  capitalization  as  it  stands  is,  in  its 
entirety,  legitimate.  Then,  again,  a  railway  which 
has  been  lavishly  assisted  by  the  Government,  for  ex- 
ample the  Canadian  Pacific,  may  be  able  to  keep  down 
its  capitalization.  Another,  like  the  Grand  Trunk, 
may  have  been  forced  at  times  in  default  of  govern- 
ment assistance  to  issue  its  stock  at  heavy  discounts. 
Under  the  capitalization  plan,  is  the  Grand  Trunk  to 
be  penalized  for  its  misfortunes?  Moreover,  if  the 
road  with  the  lighter  capitalization  and  rates  fixed 
accordingly  competes  with  the  road  with  the  heavier 
capitalization  and  rates  fixed  accordingly,  it  would 
happen  that  between  common  points  the  latter  road 
would  have  to  meet  the  rates  of  the  former.  The 
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further  question  arises,  what  is  to  be  considered  in 
striking  the  rate  on  capitalization — is  it  the  par,  or  is 
it  the  cash  which  actually  was  raised  ? 

The  following  summary  for  1915  will  serve  to  in- 
dicate the  lack  of  harmony  between  the  takings  per 
passenger  and  per  ton  and  the  capitalization: 

Passenger 

Average                 Mile  Ton  Mile 

Capitalization  Earnings  Earnings 

Per  Mile              Cents  Cents 
Canadian     Pacific      (exclusive     of 

leased  lines)    $47,863                2.071  .772 

Canadian  Northern   57,233                2.193  .831 

Grand   Trunk    131,395                1.753  .687 

4.  Physical  valuation  as  a  rate  basis. — Correlated 
with  the  question  of  capitalization  as  a  rate  basis  is 
physical  valuation,  which  is  attracting  so  much  atten- 
tion in  the  United  States  at  present.     Commissioner 
Clements,  of  the  Interstate  Commerce  Commission, 
in  speaking  before  the  House  Committee,  said:     "I 
think  it  is  sound  justice  and  law  that,  as  a  basis  for 
constitutional  earnings,  a  fair  return  on  the  value  of 
the  property  means,  generally  speaking,  a  fair  return 
on  the  investment  actually  made,  originally  and  sub- 
sequently." 

5.  Physical  valuation  and  its  effect. — Just  what 
the  general  effect  of  physical  valuation  may  be,  it  is 
impossible    to    forecast.     The    American    Shippers' 
Guide,  in  its  number  of  March  31,  1913,  said: 

There  is,  however,  no  telling  if  the  valuation  when  com- 
pleted will  actually  result  in  dollars  and  cents  benefit  to  the 
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American  consumer,  who  pays  the  freight  rate  whenever  he 
makes  a  retail  purchase.  ...  It  will  all  depend  on  whether 
American  railroads  are  today  over-capitalized. 

It  has  been  estimated  that  the  valuation  of  the 
railways  of  the  United  States  will  cost  $50,000,000, 
three-fourths  of  which  will  be  borne  by  the  railways. 
The  field  work  of  valuation  carried  on  by  the  United 
States  between  the  period  1913  and  1918  has  enabled 
an  inventory  to  be  made  of  150,000  miles  or  about 
sixty  per  cent  of  the  total  mileage.  It  is  stated  that 
this  phase  of  the  work  will  be  completed  in  1920.  At 
present,  the  Government  is  expending  $3,500,000 
per  annum  on  the  work,  while  the  railways  are  spend- 
ing about  $5,000,000. 

Both  in  the  case  of  capitalization  and  physical  val- 
uation, there  is  the  further  consideration  that  when 
the  rate  valuation  is  struck  and  the  proper  return 
thereon  determined,  this  simply  determines  the  maxi- 
mum takings  of  the  railway. 

Mr.  Prouty,  who  is  in  charge  of  the  work  on  physi- 
cal valuation  which  is  being  done  by  the  United 
States  Government,  has  pointed  out  various  factors 
which  must  be  borne  in  mind.1  His  positions  may 
be  summarized.  The  greater  part  of  the  business  of 
the  railways  of  the  United  States  is  subject  to  com- 
petitive conditions  of  one  sort  or  another,  so  that  the 
rates  of  one  railway  cannot  be  considered  without  re- 
gard to  the  rates  of  other  railways.  Whatever 

i  Address  before  second  annual  meeting  of  Chamber  of  Comerce  of 
United  States,  February  llth,  1913. 


114  INLAND  TRAFFIC 

charge  is  made  by  one  line  between  New  York  and 
Chicago  must  be  made  by  all,  whatever  charge  is  im- 
posed for  hauling  lumber  to  Chicago  by  one  route 
must  be  the  same  by  all  competing  routes.  When 
farmers  have  access  by  wagon  to  two  railways,  the 
rate  to  a  common  destination  on  farm  produce  must 
be  the  same.  To  quote  his  summary: 

The  rate  established  for  one  of  necessity,  influences  and 
frequently  absolutely  determines  the  rate  of  all,  a  fact  which 
must  never  be  forgotten  when  discussing  the  subject.  Now, 
it  is  evident  that  if  the  commission  should  select  that  road 
most  advantageously  situated,  that  road  whose  business  is 
the  largest  and  upon  which  the  conditions  of  operation  are 
the  most  favorable  and  should  so  adjust  the  rates  as  to  yield 
a  return  of  six  per  cent  upon  its  value,  every  other  road 
standing  in  competition  with  it  would  receive  less  than  a  six 
per  cent  return  and  some  railroads  might  receive  nothing 
whatever.  The  schedules  under  which  one  carrier  would  earn 
a  fair  return  upon  its  investment  might  not  even  pay  the 
operating  expenses  of  its  competitor.  Upon  the  other  hand, 
if  that  road  laboring  under  the  greatest  disadvantage  were 
to  be  selected  and  such  rates  established  as  would  permit  it 
to  make  a  return  of  six  per  cent  upon  its  investment,  its  com- 
petitors would,  one  and  all,  be  receiving  an  undue  return 
upon  the  investment. 

Valuation  cannot  determine  the  relation  of  the 
rates  as  between  themselves  because  all  commodities 
cannot  contribute  in  the  same  proportion  to  the  up- 
keep of  a  railway  without  seriously  incommoding  the 
movement  of  low-grade  bulky  commodities.  To  sum 
up,  as  was  pointed  out  by  Commissioner  Clements, 
valuation  will  not  displace  the  necessity  for  the  use 
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of  judgment  since  it  will  not  give  a  hard  and  fast 
rule.1 

6.  Cost  of  service. — The  theory  which  has  at- 
tracted increasing  attention  as  a  determinant  of  rea- 
sonableness is  that  of  the  cost  of  service.  In  modern 
days,  when  we  find  construction  companies  offering  to 
erect  a  building  for  cost  plus  ten  per  cent,  the  ques- 
tion is  constantly  asked  why  rates  cannot  be  fixed  ac- 
cordingly. In  business,  the  prices,  whether  for  serv- 
ice or  for  commodities,  must  first  of  all  cover  all  ex- 
penses, and  thereafter  enters  the  item  of  profits. 

Many  railways  have  attempted  to  distinguish  be- 
tween the  expenses  of  passenger  and  of  freight  busi- 
ness. Certain  items  may  be  directly  allocated;  other 
items  which  are  not  capable  of  direct  allocation  are, 
in  the  case  of  the  Louisville  and  Xashville  and  the 
Burlington  railways,  divided  on  the  basis  of  the  en- 
gine mileage  for  each  class  of  traffic.  While  this  af- 
fords a  system  of  distribution  of  cost  which  may  be  of 
comparative  value  one  year  with  another,  it  does  not 
show  how  cost  is  actually  distributed,  because  it  is 
based  on  an  assumption. 

The  Interstate  Commerce  Commission  abandoned, 
in  1894,  the  attempt  to  arrive  in  its  accounting  system 
at  cost  of  service.  It  has  more  recently,  in  the  matter 
of  soft  coal  rates  to  the  Lakes,  taken  up  the  matter  of 
cost  distribution  once  more.  It  cannot  be  said,  how- 
ever, that  the  commission  has  definitely  accepted  cost 

1  In  his  Speech  before  the  National  Association  of  Railroad  Commis- 
sioners at  San  Francisco,  October  5,  1915. 
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of  service  as  the  infallible  criterion  of  reasonableness. 

In  railway  service,  there  are  certain  general  ex- 
penses which  must  be  borne  if  the  railway  is  to  be  a 
railway  at  all.  These  charges,  in  the  rough,  do  not 
vary  with  the  amount  of  business  done.  Then,  again, 
the  railway  does  both  passenger  and  freight  business ; 
the  facilities  of  the  railway  are  used  by  both  these 
types  of  traffic.  The  question  arises :  how  are  the  ex- 
penses of  creation  and  maintenance  of  these  facilities 
to  be  divided  between  these  forms  of  traffic?  More- 
over, freight  may  be  moving  in  trainloads,  as  in  the 
movement  of  such  a  staple  as  wheat;  or  it  may  be 
handled  in  way-freight  trains  which  are  peddling 
package  freight.  The  question  whether  the  move- 
ment is  in  carload  or  in  less-than-carload  quantities, 
as  has  been  indicated,  also  affects  the  cost  of  handling. 
But  the  freight  rate  which  is  struck  must  be  an  inclu- 
sive average.  The  cost  of  the  movement  of  freight 
is  affected  by  the  question  of  whether  it  is  thru  or 
local.  The  amount  and  direction  of  loaded,  as  com- 
pared with  empty,  freight-car  mileage  is  also  to  be 
considered.  In  Canada  in  1915,  28  per  cent  of  the 
total  freight-car  mileage  represented  an  empty  move- 
ment. In  the  long  run,  the  loaded-car  mileage  must 
pay  for  the  empty  movement  as  well. 

7.  What  is  cost  of  service? — When  we  speak  of 
cost  of  service  it  must  be  remembered  that  it  covers 
a  variety  of  meanings.  It  may  be  a  primary  cost 
representing  the  actual  cost  of  movement  either  of  the 
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article  moving  or  of  an  additional  unit  of  commodity 
when  the  traffic  is  already  moving.  For  example,  a 
certain  amount  of  package  freight  is  moving  west- 
ward from  Fort  William  and  there  are  empty  cars 
which  have  to  be  taken  westward.  A  railway  may 
conceivably  desire  to  attract  traffic  at  low  rates  to 
redress  the  volume  of  empty  mileage,  since,  as  the 
cars  are  moving  anyway,  it  has  only  the  question  of 
the  additional  cost.  Every  commodity  must  contri- 
bute in  some  degree  to  secondary  cost.  That  is  to 
say,  it  must  make  such  a  contribution  to  all  the  ex- 
penses of  the  road  plus  some  return  of  profit  which  will 
enable  the  railway,  one  commodity  with  another,  to 
be  continued  in  an  efficient  condition.  This  is  the 
most  difficult  phase  of  the  cost  of  service  theory, 
for  what  the  commodity  can  contribute  to  this 
secondary,  but  none  the  less  necessary,  cost,  depends 
on  its  ability  to  contribute,  not  on  any  preconceived 
idea  of  what  it  ought  to  contribute. 

An  important  question  as  affecting  any  attempts  to 
determine  cost  of  service  is  the  ratio  of  constant  to 
variable  expenses.  Adopting  the  method  of  analysis 
used  by  W.  Z.  Ripley,1  the  following  summary  analy- 
sis of  total  expenditures  of  the  railways  of  Canada 
for  1915  may  be  made: 2 

1  "Railroad  Rates  and  Regulations/'  p.  55,  by  W.  Z.  Ripley. 

2  An  amended  classification  adopted  in  the  statistical  reports  of  the 
Department  of  Railways  and  Canals  in  1916  prevents  the  analysis  being 
brought  down  to  date. 
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ANALYSIS  OF  TOTAL  EXPENDITURES  CANADIAN 
RAILWAYS,  1915 

Per  cent  of  Per  cent  of 

Operating  Expenses  Total  Expenses 

Both     Constant    Variable  Both   Constant  Variable 
Maintenance  of  way 

and   structures.   19.47        13.02            6.45  17.3        11.4            5.9 
Maintenance  of 

equipment    19.06           9.53            9.53  16.8          8.4            8.4 

Traffic    expenses.     3.96  3.4 

Transportation   .  .   53.79         28.375         28.375  46.5         24.95         24.95 

General  expenses.     4.72          4.72           4.2          4.2            

Fixed  charges 11.8          11.8 


100  55.645        44.355         100  60.75         39.25 

Summarizing  these  computations,  we  arrive  at  the 
result  that  approximately  three-fifths  of  the  total  ex- 
penditures of  the  Canadian  railways  and  55  per  cent 
of  their  operating  expenses  are  independent  of  the 
changes  in  the  volume  of  traffic.  Two-fifths  of  the 
total  expenses  and  45  per  cent  of  the  operating  ex- 
penses vary  with  changes  in  the  traffic. 

The  Wisconsin  Commission,  whose  wrork  in  connec- 
tion with  the  regulation  of  rates  has  been  extremely 
valuable,  has  placed  great  reliance  upon  the  cost  of 
service  principle.  Commissioner  Erickson  said: 
"The  cost  of  service  both  in  law  and  in  fact  appears 
W  be  the  fundamental  basis  for  rates."  But  the 
judgments  of  the  Commission  show  -that  it  is  an 
average  cost  of  service,  modified  by  what  the  traffic 
will  bear,  which  the  Commission  is  attempting  to  ap- 
ply. It  ruled  in  one  of  its  decisions': 

The  cost  of  transportation  to  the  carriers  consists  of  the 
operating  expenses  including  reasonable  returns  on  their  in- 
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vestment.  This  cost,  when  modified  by  what  the  traffic  can 
fairly  bear  in  the  way  of  transportation  charges  constitutes 
the  main  basis  for  rate-making.  In  distributing  these  costs 
upon  the  units  of  transportation,  it  is  necessary  to  take  into 
account  the  respective  proportions  of  the  terminal  and  move- 
ment expenses,  the  quantity  transported,  the  value,  relative 
weight  and  risks  involved  for  each  of  the  various  classes  of 
freight,  the  loading  per  car,  the  gross  tonnage  of  both  pay 
and  dead  weight  the  difference  in  cost  as  between  local  and 
thru  trains  and  many  other  elements  of  this  nature.  It  is 
obvious  that  in  calculations  into  which  so  many  factors  enter, 
as  in  the  case  here,  only  approximately  correct  results  can 
be  obtained. 

8.  Factor  of  value  in  cost  of  service. — The  impor- 
tance of  value  as  a  factor  was  emphasized  in  a  paper 
read  by  Commissioner  Erickson  before  the  National 
Association  of  Railway  Commissioners  in  November, 
1910,  in  which  he  said: 

.  .  .  costs  .  .  .  (are)  the  first  and  most  essential  element 
in  rate-making.  But  .  .  .  recognition  of  value  in  fixing 
rates  is  usually  regarded  as  in  line  with  the  best  interests  of 
all  consumers  .  .  .  cheap  and  bulky  articles  are  as  a  rule, 
not  moved  at  all  except  at  comparatively  low  rates,  and  this 
for  the  reason  that  their  ability  to  pay  is  small.  .  .  .  While 
low-priced  articles  should  be  charged  comparatively  low 
rates,  the  rates  so  levied  upon  them,  under  normal  conditions, 
should,  as  a  rule,  be  high  enough  to  cover  their  share  of  the 
ordinary  operating  expenses  including  something  in  the  way 
of  net  earnings.  Such  traffic  is  of  importance  even  on  these 
terms.  It  increases  the  volume  of  the  traffic  and  thereby  de- 
creases the  cost  of  the  same  per  unit.  By  contributing 
something  to  net  earnings  it  als.o  decreases  the  amount  that 
will  have  to  be  borne  by  the  rest  of  the  traffic.  The  de- 
ficiencies in  the  net  earnings  from  low-grade  traffic  should  be 
made  up  by  higher  rates  on  the  higher  grade  traffic. 
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Used  in  this  way  cost  of  service  determines  not  the 
actual  reasonable  rate  to  be  charged  but  the  minimum 
average  necessary  rate. 

9.  Allocation  of  railway  costs. — The  matter  of  cost 
analysis  is  one  which  involves  many  technical  consid- 
erations and  in  which,  so  far,  it  cannot  be  said  that 
there  is  a  consensus  of  opinion  as  to  method.     If  a 
general  scale  of  rates  is  being  considered,  it  is  neces- 
sary, in  the  first  instance,  to  subdivide  expenses  be- 
tween freight  and  passenger  business,  and  the  first 
question  then  is  to  ascertain  what  expenses  may  from 
their  nature  be  allocated  directly  to  a  particular  serv- 
ice.    Over  and  above  these  are  certain  costs,  e.  g., 
those  of  maintenance  of  way  and  structure.     How 
are  these  to  be  allocated?     They  are  expenses  which 
must  be  incurred  if  the  railway  is  to  operate  at  all. 
In  fact,  they  are  common  expenses  necessary  to  and 
influenced  by  the  necessities  of  both  services,  but  not 
wholly  controlled  by  either.     The  methods  utilized 
in  such  subdivision  are  interesting  but  too  technical 
to  be  examined  within  the  limits  available. 

10.  Costs  are  average,  not  specific. — The  costs,  no 
matter  how  worked  out,   are  average,  not  specific 
costs.     The  judgment  of  the  Board  in  the  Western 
Rates  Case,  in  dealing  with  the  cost  methods  used  by 
Mr.  Miiller  who  gave  expert  evidence,  was  as  fol- 
lows: 

The  matter  was  presented  to  the  Board  in  a  very  compli- 
cated manner,  and  the  cross-examination  of  the  witness  and 
the  results  can  be  also  so  described.  Mr.  Miiller  himself  de- 
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scribes  the  situation  in  this  way,  on  being  asked  as  to  what 
was  meant  by  the  statement  that  the  figures  were  average 
figures.  "They  are  not  specific  costs  relating  to  a  specific 
movement  or  a  specific  commodity,  in  any  sense.  I  think  it 
is  pretty  well  recognized  that  it  is  practically  an  impossibility 
in  transportation  work  to  ascertain  specific  cost  for  handling 
any  specific  service,  due  to  the  fact  that  the  transportation 
service  is  composed  of  multifarious  and  exceedingly  numerous 
individual  items  and  services  far  more  diverse  than  usually 
is  the  case  in  most  manufacturing  and  mercantile  establish- 
ments where  costs  are  used.  So  that  the  only  basis  which 
can  be  developed  at  this  present  time — at  least  with  such  sta- 
tistics as  are  available — is  an  average  basis  in  which  all  the 
various  kinds  and  characters  of  freight  service  are  mixed  and 
levelled."  .  .  . 

It  goes  on  to  show  that  the  116  primary  accounts, 
as  contained  in  the  railway  returns,'  are  apportioned 
by  Mr.  Miiller  in  terms  of  nine  different  bases. 

11.  What  the  traffic  will  bear.— The  Cullom  Com- 
mittee, whose  report  was  responsible  for  the  constitu- 
tion of  the  Interstate  Commission,  said:  "The  capac- 
ity of  each  commodity  to  contribute  to  the  payment 
of  the  fixed  changes  is  measured  by  the  extent  to 
which  the  cost  of  its  transportation  fixes  its  market 
value  and  determines  the  question  of  its  movement." 
Commissioner  Lane,  who  during  his  tenure  of  office 
as  a  member  of  the  Interstate  Commerce  Commis- 
sion was  a  most  trenchant  critic  of  railway  evils,  has 
said: 

.  .  .  consideration  must  be  given  to  what  ma}'  be  termed 
public  policy,  the  advantage  to  the  community  of  having  some 
kinds  of  freight  carried  at  a  lesser  rate  than  other  kinds,  and 
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this  is  the  true  meaning  of  the  phrase,  "What  the  traffic  will 
bear."  It  expresses  the  consideration  that  must  be  shown  by 
the  traffic  manager  to  the  need  of  the  people  for  certain  com- 
modities. He  accordingly  imposes  a  higher  rate  upon  what 
may  be  termed  luxuries  as  compared  with  that  imposed  upon 
those  articles  for  which  there  is  more  universal  demand.1  .  .  . 

Albert  Fink,  who  was  the  first  railway  official  in  the 
United  States  to  attempt  to  make  a  scientific  study  of 
traffic,  believes  that: 

The  question  that  greatly  controls  tariffs  is  what  is  the 
service  worth  not  what  does  it  cost;  and  this  is  a  mere  com- 
mercial transaction  uncontrollable  by  acts  of  legislation. 
The  relative  value  of  an  article  at  the  place  from  and  to 
which  it  is  shipped  determines  the  charges  for  transportation 
it  can  bear.  If  a  greater  charge  is  made  than  the  difference 
in  these  values,  the  article  cannot  be  moved.  It  may,  there- 
fore, be  found  necessary  to  charge  on  some  articles  less  than 
the  full  cost  of  transportation,  in  order  to  enable  them  to  be 
moved  at  all,  and  this  necessitates  again  to  charge  more  on 
others  which  can  bear  higher  charges. 

Is  the  principle  which  the  foregoing  quotations  set 
out  limited  to  railway  business  alone? 

12.  Other  applications  of  this  principle. — The 
principle  of  "what  the  traffic  will  bear"  has  been  ap- 
plied in  other  forms  of  business  hesides  transporta- 
tion. In  a  certain  Canadian  department  store,  it  is 
the  rule  to  have  every  commodity  sold  within  six 
months,  altho  the  turnover  of  most  commodities  is 
much  more  frequent  in  the  six  months'  period.  A 
picture,  for  example,  that  can  not  be  sold  at  the  price 

i  22  I.  C.  C.,  623. 
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originally  marked  will  be  reduced  until  it  is  disposed 
of  within  that  period,  even  tho  it  so  nets  but  a  slight 
profit  or  is  sold  at  cost.  Other  commodities  sold 
may  contribute  in  greater  degree  to  fixed  charges  and 
to  profits.  In  the  last  analysis,  all  the  commodities 
will  be  sold  at  such  prices  as  will  meet  not  only  the 
charges  special  to  them,  but  overhead  charges  as  well, 
plus  some  contribution  to  profits.  What  each  com- 
modity will  pay  to  overhead  charges  and  profits  will 
depend  on  the  price  at  which  it  can  be  sold — in  other 
words,  on  the  ability  to  pay. 

A  Canadian  residing  in  California  found  that  the 
price  of  his  home  paper,  per  year,  was  less  west  of  the 
Mississippi  River  than  in  Canada.  This  difference  in 
cost  was  explained  by  the  fact  that  the  return  from 
subscriptions  west  of  the  Mississippi  River  was  re- 
garded as  akin  to  a  by-product.  To  the  extent  that 
this  return  contributed  something  over  and  above  ac- 
tual cost  to  general  expenses,  it  was  aiding  in  holding 
down  the  price  of  the  paper  in  Canada.  The  only 
conclusion  that  can  be  arrived  at,  having  in  mind  the 
different  services  rendered  in  the  two  sections,  is  that 
the  lower  charge  was  all  the  traffic  would  bear. 

13.  Practical  meaning  of  the  term. — There  is  no 
question  but  that  if  the  railway  rate  is  so  fixed  as  to 
take  up  the  difference  between  the  price  at  the  place 
of  original  shipment  and  the  price  at  destination — the 
full  measure  of  the  value  of  the  service — this  is  ex- 
tortion. But  the  term  "what  the  traffic  will  bear"  is 
concerned  with  something  within  this  outside  limit. 
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i 
It  is  concerned  not  with  "all  the  traffic  can  bear,"  but 

what  it  can  bear  and  at  the  same  time  afford  a  mutual 
profit. 

Reference  is  sometimes  made  to  the  fact  that  many 
articles  of  light  weight  and  high  values  could  stand 
very  much  higher  rates  than  at  present,  without  seri- 
ously affecting  the  consumer.  To  say,  for  example, 
that  an  increase  of  10  per  cent  in  the  rates  on  furni- 
ture might  add  sixteen  cents  to  the  cost  of  a  dining- 
room  set;  that  an  ordinary  suit  of  clothing  might  be 
increased  from  a  third  to  half  a  cent  by  a  10  per  cent 
increase  in  freight  charges;  and  that  by  a  similar  in- 
crease the  cost  of  shoes  might  be  increased  one  cent 
per  pair,  is  really  to  beg  the  question,  because  the 
point  is  not  that  the  article  in  question  could  stand  a 
very  much  higher  rate  without  appreciably  affecting 
the  consumer,  but,  whether  the  rate  is  reasonable. 
As  has  been  aptly  said,  "  Statements  like  these  .  .  . 
emphasize  the  economy  of  the  transportation  service; 
but  they  also  show  with  equal  clearness  that  if  the 
carrier  is  not  prevented  by  competition  or  by  govern- 
ment interference,  he  may  exact  such  rates  of  pro- 
ducers as  would  compel  them  to  pay  much  greater 
sums  to  the  carrier  than  it  is  entitled  to  receive." 

Charging  what  the  traffic  will  bear  has,  with  recog- 
nition of  its  proper  limitations,  proper  justification.  , 
While  the  transportation  charge  is  not  properly  a  tax, 
since  it  is  a  payment  for  a  specific  service,  and  while  in 
the  case  of  taxation  it  is  difficult,  if  not  impossible,  to 
designate  the  particular  benefit  received,  the  trans- 
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portation  charge  bears  an  analogy  to  the  basis  of  taxa- 
tion, namely,  ability  to  pay.  Properly  applied, 
charging  what  the  traffic  will  bear  means  so  appor- 
tioning the  charges  as  to  allow  the  widest  possible 
movement  of  all  commodities.  Certain  charges,  as 
has  been  shown,  do  not  vary  \vith  the  traffic.  No 
article  should  be  handled  at  less  than  the  out-of-pocket 
charges  for  its  movement.  But  what  shall  it  contri- 
bute to  the  general  expenses!-  As  the  Wisconsin 
Commission  points  out,  there  must  be  considered  the 
value  and  nature  of  the  article  as  well.  If  ice,  lime 
or  stone  cannot  contribute  much  over  and  above  the 
out-of-pocket  expenses  to  constant  expenses,  some 
other  commodity  must  bear  more. 

Some  years  ago,  a  railway  official  stated  that  rates 
were  based  on  competition,  comparison  and  compro- 
mise. That  is  to  say,  rates  are  wholly  empirical. 
While  this  may  be  too  broad  a  generalization,  the  ex- 
perience of  Germany  is  to  the  point.  There,  on  the 
government  owned  and  operated  railways,  they  had  at 
tirst  a  "space"  tariff  under  which  each  commodity  paid 
an  equal  rate  per  mile  based  on  the  space  occupied  by 
it  in  the  car,  plus  a  fixed  terminal  charge.  Now  there 
is  in  operation  a  tapering  rate.  The  rate  per  kilo- 
meter decreases  as  the  distance  increases,  and  it  is 
also  modified  in  particular  cases  by  competition.  The 
Government  has  had  to  consider  the  ability  of  com- 
modities to  pay.  In  the  export  rates  of  the  German 
railways  to  the  seaports  the  same  recognition  of  com- 
petition is  to  be  found,  both  in  respect  of  water  and 
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market  competition.  For  example,  before  the  pres- 
ent war,  to  meet  the  competition  of  British  manu- 
factured goods  at  the  seaports,  similar  German  goods 
were  carried  by  rail  to  these  ports  at  much  lower  rates 
than  were  charged  on  local  rail  movement. 

14.  View  of  Canadian  Manufacturers'  Association. 
-The  organ  of  the  Canadian  Manufacturers'  Asso- 
ciation, Industrial  Canada,  in  dealing  with  the  subject 
from  the  shippers'  standpoint,  stated  the  situation  as 
follows : 

Criticism  of  the  railways  and  their  methods  of  rate  making 
should  be-  tempered  by  a  consideration  of  some  of  the  prob- 
lems they  have  to  meet.  In  theory,  no  doubt,  a  carrier 
should  charge  the  same  rate  for  the  same  service  under  all 
conditions.  Practically,  such  a  thing  is  impossible.  In 
order  that  the  factories  of  Ontario  may  operate,  it  is  neces- 
sary that  coal  be  carried  from  Pennsylvania.  It  must  be  de- 
livered for  a  few  dollars  a  ton :  it  costs  so  much  at  the  mine 
mouth;  the  rest  goes  for  transportation.  If  more  were 
charged  the  factory  could  not  buy  it  and  the  business  devel- 
oped by  that  factory  would  cease.  For  that  reason,  rail- 
ways are  hauling  coal  at  a  price  which  in  itself  would  not 
pay  the  cost  of  operation.  They  do  it  in  order  that  business 
in  their  territory  may  be  developed.  The  man  who  estab- 
lishes a  smelting  plant  in  Ontario  must  be  able  to  manufac- 
ture pig  iron  at  a  cost  which  will  enable  him  to  sell  in 
competition  with  his  competitors  in  Pittsburgh,  Sydney  or 
any  other  point.  With  fixed  charges  established'  and  the 
cost  of  ore  and  coal  at  the  mine  mouth  uniform,  he  is  able  to 
pay  only  so  much  for  transporting  that  ore  and  coal.  That 
is  all  the  traffic  will  bear.  It  rests  then  with  the  railway  to 
say  whether,  for  the  sake  of  the  business  such  a  plant  will 
bring  into  existence  and  to  keep  rolling  stock  moving  or  to 
provide  return  cargoes,  this  traffic  is  worth  while  at  such  a 
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price.  But  the  principle,  that  of  charging  what  the  traffic 
will  bear,  is  sound  and  is  indeed  the  only  system  which  is  at 
all  practicable.  The  idea  that  other  industries  have  to  pay 
extra  to  make  up  for  their  low  rates  on  raw  materials  is 
absurd.  The  business  has  to  be  taken  at  a  low  price  or  not 
at  all.  By  taking  it  fixed  charges  are  distributed  over  a 
wider  bulk  of  business  and  conditions  are  to  that  extent  im- 
proved for  other  users  of  the  service.  It  probably  costs  a 
railway  as  much  to  handle  a  ton  of  coal  as  a  ton  of  silk. 
If  the  rates  were  averaged  the  buyer  of  a  piece  of  silk  might 
benefit  to  the  extent  of  a  cent  or  two,  while  the  householder 
would  find  his  coal  bill  go  up  some  dollars  a  ton.  The  sug- 
gestion would  be  no  more  popular  than  feasible.  As  the 
present  system  is  the  only  one  which  practical  railway  men 
have  so  far  been  able  to  devise  and  as  it  has  been  approved 
by  shippers  as  right  in  principle,  tho  frequently,  it  is  true, 
somewhat  unsatisfactory  in  its  individual  incidences,  we  may 
be  allowed  to  accept  what  we  have  rather  than  ...  to  fly  to 
evils  that  we  know  not  of. 

15.  Determining  the  reasonableness  of  a  rate. — In 
a  recent  case  before  the  Public  Utilities  Commission 
of  Maine,  Mr.  C.  H.  Tiffany,  Traffic  Manager  of  the 
pulp  companies  concerned,  used  the  following  lan- 
guage: 

.  .  .  the  making  of  freight  rates  is  not  an  exact  science, 
because  it  is  impossible  to  determine  with  exactness  just  what 
portion  of  the  investment  costs  and  operating  expenses 
should  be  charged  to  any  particular  commodity  out  of  the 
thousands  carried  on  our  railroads.  The  difficulty  of  the 
problem  is  shown  by  the  different  theories  of  able  men  as  to 
the  proper  way  to  allocate  costs  and  expenses  even  between 
the  freight  and  passenger  business.  As  a  practical  matter, 
what  the  carriers  and  commissions  must  do,  in  order  to  de- 
termine the  reasonableness  of  a  rate,  is  to  find  out  how  much 
revenue  is  necessary  to  pay  operating  expenses  and  permit 
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a  proper  return  for  depreciation  and  interest  on  the  invest- 
ment ;  apportion  that  amount  between  the  passenger  and 
freight  business  as  scientifically  as  they  may ;  and  then  ap- 
portion the  freight  revenue  amongst  the  different  commod- 
ities carried  considering  a  number  of  different  factors. 

Thus  from  the  very  beginning  the  question  of  the  reason- 
ableness of  a  particular  freight  rate  has  been  determined, 
not  by  finding  the  value  of  the  investment  apportioned  to 
and  the  cost  of  carrying  that  particular  commodity,  but  by 
comparing  the  characteristics  of  its  carriage  with  the  char- 
acteristics of  the  carriage  of  other  commodities.  Generally- 
speaking,  the  rate  for  a  long  haul  is  relatively  lower  than 
for  a  short  haul ;  a  rate  for  a  valuable  article  or  one  easily 
damaged  is  relatively,  higher  than  one  for  a  cheap  article 
or  that  is  hard  to  damage;  perishable  freight  which  must 
be  carried  without  delay  should  pay  a  higher  relative  rate 
than  freight  which  is  not  damaged  by  delay.  Articles  that 
load  heavily  and  compactly  are  entitled  to  lower  rates  than 
those  which  are  light  and  do  not  load  the  car  to  capacity. 
Commodities  carried  in  large  quantities  should  have  lower 
rates  than  those  in  which  traffic  is  not  so  dense.  In  general, 
manufactured  articles  should  pay  higher  rates  than  raw 
materials. 

16.  ATo  one  factor  determines  reasonableness.— 
What,  then,  is  the  test  of  reasonableness?  Distance, 
bulk,  conditions  of  loading,  value,  competition,  cost 
of  service — these  and  other  factors  all  have  weight. 
But  no  one  factor  can  be  pointed  to  as  exclusively 
applicable  in  every  case.  There  is  no  yardstick  of 
reasonableness.  While  there  are  factors  capable  of 
more  or  less  precise  determination  which  bear  upon 
the  question  of  reasonableness,  the  final  answrer  of  a 
regulative  tribunal  must  be  that  the  reasonableness 
of  a  rate  is  a  matter  of  judgment. 
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REVIEW 

What  is  the  difference  between  the  postage  stamp  rate  and  the 
equal  mileage  theory? 

Discuss  physical  valuation  as  a  basis  of  rate  making. 

What  do  you  understand  by  the  cost  of  service  theory  of 
mal.ing  rates?  How  would  you  apply  it?  How  has  it  been 
made  to  apply  by  the  Wisconsin  Commission? 

Explain  what  you  believe  the  phrase  "what  the  traffic  will 
bear"  means.  Can  this  principle  be  applied  in  your  business? 
Discuss. 

How  did  the  Canadian  Manufacturers'  Association  regard  the 
question  of  rate  making  by  the  railroads? 

What  is  the  test  of  the  reasonableness  of  a  rate? 


CHAPTER  VIII 

FREIGHT  RATES  IN   PRACTICE 

1.  Class  tariffs  and  commodity  tariffs. — By  refer- 
ence to  the  classification  it  may  be  ascertained  in  which 
class  the  article  (for  example,  cotton  piece  goods), 
which  the  shipper  desires  to  send,  is  to  be  found.  By 
reference  to  the  appropriate  tariff,  the  rate  for  the 
article  will  be  secured. 

Tariffs  may  name  rates  either  in  classes  or  by  com- 
modities. When  they  name  rates  on  specific  com- 
modities, these  commodities  are  taken  out  of  the  or- 
dinary classification  rating.  In  Canada  and  the 
United  States,  tariffs  quoting  rates  on  commodities 
are  known  as  commodity  tariffs.  In  England  and 
Germany,  they  are  known  as  exceptional  rates. 
Commodity  tariffs  are  concerned  with  the  lower  grade 
goods. 

In  a  commodity  tariff,  the  normal  unit  is  the  car- 
load. A  commodity  rate  is,  in  general,  a  recognition 
of  the  volume  of  movement.  It  may  be  given  with  th£ 
intention  of  developing  an  industry,  or  as  a  recogni- 
tion of  a  large  tonnage  from  a  staple  industry — for 
example,  the  movement  of  grain  or  live  stock  in  Can- 
ada. When  there  are  different  classifications  in  Q, 
country,  as  in  the  United  States,  a  commodity  may 
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be  given  different  ratings  in  different  territories;  for 
example,  in  the  Southern  Classification,  raw  cotton, 
a  staple  commodity,  has  a  commodity  rating,  while 
under  the  Western  and  Official  Classifications  it  has 
a  class  rating.  Again,  the  volume  of  movement  of 
iron  ore  in  the  northern  states  leads  to  the  establish- 
ment of  a  commodity  rate.  A  commodity  rate  may 
be  given  as  a  result  of  water  competition,  as  in  the  case 
of  traffic  destined  for  the  Pacific  Coast. 

In  Germany,  the  reasons  given  for  granting  such 
rates  will  outline  the  extent  of  the  practice.  The  rea- 
sons summarized  are;  railway  competition,  competi- 
tion against  waterways  and  highways,  competition 
against  foreign  transportation  ways,  competition  to 
divert  traffic  to  a  given  harbor,  competition  of 
markets,  rates  granted  to  develop  industries  which 
have  unfavorable  geographical  situation,  rates 
granted  to  insure  the  continuity  and  increase  of 
transportation.  For  England,  the  granting  of  such 
rates  has  been  justified  by  the  foregoing  considera- 
tions and,  in  addition,  by  volume  and  regularity  of 
traffic,  loading  per  car  or  per  train,  earning  power  of 
traffic,  liability  or  non-liability  to  damage  and  general 
considerations  of  what  the  traffic  will  bear. 

As  indicative  of  the  nature  of  the  commodities  on 
which  such  rates  are  granted,  the  following  list  of  the 
principal  articles  on  which  carload  commodity  rates 
are  published  in  Canada  may  be  referred  to: 

Canned    goods,    lum-ber    and    Singles    and    rough    forest 


132  INLAND  TRAFFIC 

products  generally,  salt,  coal  and  coke,  ores,  grain  and  grain 
products,  cement,  hides  and  skins,  packing-house  products, 
iron  and  steel  articles  (coarse),  building  material  (brick, 
stone,  sand,  lime,  etc.),  paper,  wood-pulp,  petroleum  and  its 
products,  fertilizers,  sugar  and  molasses,  starch  and  glucose, 
ice,  sugar  beets,  cooperage  stock,  potatoes,  turnips,  onions, 
flaxsecd  and  meal. 

As  an  example  of  the  method  pursued  in  bailding 
up  a  particular  commodity  tariff,  reference  may  be 
made  to  the  C.  P.  IVs  special  coke  and  coal  tariff,  C. 
R.  C.,  No.  W1296,  effective  October  4,  1909.  This 
tariff,  which  applied  in  Western  Canada,  took  coal 
out  of  the  10th  class,  to  which  it  belongs,  and  worked 
out  the  following  basis,  the  rate  tapering  as  the 
distance  increases: 

100  miles  and  less 66%  of  10th  class 

200  miles  and  less 64%  of  10th  class 

300  miles  and  less 63%  of  10th  class 

400  miles  and  less .6%%  of  10th  class 

500  miles  and  less 61%  of  10th  class 

600  miles  and  less 60%  of  10th  class 

700  miles  and  less 59%  of  10th  class 

800  miles  and  less 53%  of  10th  class 

1000  miles  and  less 51%  of  10th  class 

Class  rates  apply  to  movements  either  way.  They 
tarry  the  notation  that  they  are  effective  "between" 
stations.  A  commodity  rate  is  specific  and  applies  to 
a  movement  in  one  direction,  unless  otherwise  noted. 
For  example,  the  Canadian  Pacific  tariff  on  grain, 
flaxseed  and  grain  products  from  stations  in  Mani- 
toba, Saskatchewan  and  Alberta  to  Westport,  Fort 
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William  and  Port  Arthur  is  limited  to  the  movement 
in  one  direction  and  to  specific  points. 

Commodity  rates  are  extensively  used.  In  Canada, 
at  least  75  per  cent  of  the  railway  tonnage  is  carried 
on  commodity  rates.  In  the  United  States,  probably 
a  larger  percentage  of  the  business  is  so  transacted. 
In  Canada,  90  per  cent  of  the  commodity  rates  are  on 
articles  rated  below  third  class,  i.  e.,  on  the  bulkier  ar- 
ticles moving  in  large  volume.  In  the  transcontinen- 
tal business  to  the  Pacific  Coast,  into  which  water  com- 
petition enters  as  an  important  competing  and  regu- 
lative factor,  all  the  rates  may  be  regarded  as  com- 
modity rates.  In  England,  the  commodity  rates 
cover  about  75  per  cent  of  the  business ;  in  Germany, 
about  63  per  cent. 

2.  Comparisons  of  freight  traffic. — Comparison  be- 
tween the  freight  rates  of  Canada  and  the  United 
States  on  the  one  hand,  and  the  freight  rates  of  Eng- 
land and  Germany  on  the  other  hand,  are  often  made 
with  a  view  of  showing  how  low  are  the  rates  of  the 
New  World.  Before  making  comparisons  one  must 
be  sure  that  there  is  a  common  denominator. 

While  in  Canada  and  in  the  United  States  the  in- 
crease in  the  number  of  carload  ratings  and  the  in- 
crease in  the  size  of  the  cars  has  had  its  effect  in  the 
increase  of  the  average  tonnage  per  car,  commercial 
conditions  differ  in  England  and  in  Germany.  In 
Canada  and  in  the  United  States,  the  30-ton  car  may 
be  taken  as  the  normal  car.  In  England,  the  10-ton 
car  and  in  Germany,  the  20-ton  car  are  the  normal 
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cars.  The  Canadian  Pacific  in  moving  grain  to  the 
head  of  the  Lakes,  in  trainloads,  can  average  33.75 
tons  per  car.  In  England,  the  average  consignment 
of  grain  is  about  two  tons.  In  England,  an  average 
of  the  business  in  general  merchandise  from  a  repre- 
sentative station  of  the  Great  Northern  for  one  day 
showed  4,427  packages,  which  had  a  total  weight  of 
123  tons.  The  average  weight  per  consignment  was 
two  cwt.,  the  average  weight  per  package  was  62  Ibs. 
The  total  number  of  cars  required  to  move  this  busi- 
ness was  72,  while  the  average  load  per  car  was  34 
cwt.  Under  the  most  favorable  circumstances,  the 
average  loading  of  merchandise  per  car  on  the  London 
and  North  Western  does  not  exceed  three  tons. 

In  England,  small  cars  with  small  shipments  and 
greater  dispatch  are  used.  Some  years  ago  an  officer 
of  the  Caledonian  Railway,  in  comparing  the  rates 
of  the  quantities  moving  normally  on  his  railway  with 
those  of  New  York  and  Philadelphia,  found  that  for 
distances  of  forty  or  fifty  miles,  the  rates  on  groceries, 
drygoods  and  tea  on  his  railway  were  lower. 

In  Canada  and  the  United  States,  the  ton-mile  rate, 
a  work-distance  rate,  built  up  by  multiplying  weight 
by  distance,  affords  a  statistical  measure  of  earnings. 
Ton-mile  rates  are  kept  in  England  by  the  North 
Eastern  Railway,  and  comparison  may  be  made  with 
the  German  railways.  But  in  England  and  in  Ger- 
many the  average  haul  and  the  average  loading  are, 
because  of  differences  in  business  conditions,  very 
much  less  than  in  Canada  and  the  United  States.  In 
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England,  it  would  be  too  expensive,  even  if  business 
were  so  conducted,  on  account  of  the  expense  of  termi- 
nals, to  hold  trains  until  maximum  tonnage  was  ac- 
cumulated. The  ton-mile  rates  in  Canada  are  held 
down  by  the  long  hauls.  Ton-mile  rates  are  of  value 
as  a  measure  of  earnings  and  of  the  work  done  for 
earnings.  They  are  useful  for  comparative  pur- 
poses only  when  conditions  are  similar.  Since  they 
are  averages  of  all  kinds  of  traffic,  long  haul  and  short 
haul,  carload  and  less-than-carload,  high-grade  and 
low-grade  tonnage,  they  are  averages  which  do  not 
necessarily  afford  a  conclusive  criterion  of  the  reason- 
ableness of  a  rate. 

3.  Difficulty  of  comparing  foreign  freight  rates.— 
The  difficulty  of  obtaining  any  common  denominator 
which  will  permit  the  freight  rates  of  different  coun- 
tries to  be  compared  is  illustrated  by  the  following 
table  which  shows  how  certain  essential  factors  affect- 
ing the  freight  rates  differ  in  different  countries:  * 

Average  ca- 
pacity of 

Ton  mile  Tons  oer  Average  haul  freight  cars 

Country                      rate                    train  in  miles  in  tons 

Austria    1.509                    211  63  14 

Canada    751                    344  20-2  33 

France     1.183                    147  77  14 

Germany     1.244                    239  62  15 

India    668                     185  188  '•• 

New  South  Wales..   1.575                    112  88 

Switzerland    2.389    «                135  50  13 

South  Australia   ...   1.919                    112  88 

United    States  2    753                   451  260  38 

1  The  latest  figures  contained  in  this  table  are  of  1915.     As  the  table  is 
simply  illustrative  they  serve  adequately  for  this  purpose. 

2  The  returns  for  the  United  States  are  exclusive  of  roads  with  operat- 
ing revenues  of  less  than  $100,000  each. 
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4.  Terminal  charges  kept  separate  from  rates. — In 
England,  charges  for  station  and  other  terminal  serv- 
ices are  recognized  as  being  distinct  from  the  haulage 
charge.     In  Canada  and  in  the  United  States,  the 
practice  has  been  to  quote  an  inclusive  rate.     Of  re- 
cent years,  however,  the  Interstate  Commerce  Com- 
mission has  shown  favor  to  a  differentiation  between 
a  road  haul  and  a  terminal  charge.     Some  of  the 
State  Commissions  are  also  taking  the  matter  up.     It 
is  a  method  pursued  by  the  Wisconsin  Commission  in 
building  up  rates.     The  Nebraska  State  Commission 
in  dealing  with  intrastate  rates  found  that  the  aver- 
age direct  station  terminal  costs,  per  hundred  pounds, 
of  handling  L.  C.  L.  shipments  in  the  first  four  classes 
of  the  Western  Classification,  was  10.9  cents.     In  the 
Western  Rates  case  evidence  was  submitted  to  the 
Board  that  on  a  380  mile  haul  the  terminal  expense 
was  35  per  cent  of  the  total  expense. 

5.  The  two  factors  in  freight  rates. — Logically,  the 
freight  rate  is  composed  of  two  factors — the  terminal 
charge  and  the  haulage  charge.     Whether  the  termi- 
nal service  is  carried  on  in  a  large  expensive  terminal 
or  at  a  small  wayside  station,  the  service  is  distinct 
from  that  performed  in  the  road  haul.     In  the  Grand 
Trunk  terminals  at  Ottawa,  it  takes,  allowing  space 
on  the  team  track  for  a  car  and  for  the  necessary  road- 
way for  access,  a  space  of  800  square  feet  per  car. 
This  space  at  $5  per  square  foot  represents  an  in- 
vestment of  $4,000  per  car  for  freight-car  space,  with 
interest  at  6  per  cent,  this  would  mean  an  interest 
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charge  of  63  cents  per  day  per  car  so  handled.  Then 
there  are  also  the  freight-shed  facilities  and  the 
switching  expenses.  Switching  movements  in  ter- 
minals have  been  computed  as  representing  an  ex- 
pense per  mile  of  from  six  to  twelve  times  that  in- 
curred per  mile  on  a  road  haul. 

In  the  terminal  cost  there  is  included  not  only  the 
cost  of  the  particular  movement,  but  also  the  ques- 
tion of  its  contribution  to  overhead  expenses.  Then, 
again,  there  is  the  complicated  question  of  the 
joint  cost  of  the  terminal  as  between  freight  and  pass- 
enger services.  Aside  from  large  expenditures  on 
passenger  stations,  it  is  to  be  remembered  that  the 
passengers  move  themselves  in  and  out  of  the  ter- 
minal; the  freight  has  to  be  moved. 

On  the  road  haul  there  are  the  expenses  for  the 
wages  of  the  train  and  engine  crews,  the  cost  of  fuel, 
oil  and  waste.  Here,  again,  there  is  not  only  the 
question  of  the  cost  of  the  particular  movement, 
which,  in  the  case  of  a  trainload  movement  proceed- 
ing continuously  thru  a  division  may  be  computed 
exactly  on  a  tonnage  basis,  there  is  the  further  and 
more  difficult  question  of  what  contribution  the  com- 
modity moved  should  make  to  overhead  charges. 

Both  in  the  case  of  the  terminal  costs  and  of  the 
road-haul  cost  the  matter  is  complicated  by  the  fact 
that  different  quantities  may  be  concerned;  the  cost 
of  handling  carload  and  less-than-carload  quantities 
is  not  the  same. 

The  terminal  costs  at  both  ends  of  the  haul  are  con- 
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slant  whether  the  haul  be  for  10  or  for  300  miles. 
But  in  the  cost  of  the  road  haul,  the  services  incidental 
to  the  movement  do  not  increase  in  the  same  ratio  as 
the  mileage.  Further,  the  necessary  terminal  cost  is 
a  greater  percentage  of  the  joint  cost  on  the  short  haul 
of,  say,  10  miles  than  on  the  longer  haul  of  300  miles. 
As  the  distance  increases  the  haulage  charges  tend  to 
vary  inversely,  while  the  terminal  costs  chargeable 
against  the  movement  also  become  of  less  importance 
per  mile.  That  is  to  say,  on  a  basis  of  ton-mile  earn- 
ings, the  ton-mile  rate  tends  to  decrease  as  the  dis- 
tance increases. 

In  the  transshipment  of  grain  cargoes  at  Depet 
Harbor,  the  Parry  Sound  Railway  placed  grain  on 
cars  at  an  expense  of  25  cents  per  ton.  The  Board 
has  recognized  that  in  dividing  up  a  rate  to  arrive  at 
the  reasonableness  of  the  component  p^rts,  a  terminal 
expense  of  20  cents  per  ton  is  not  unreasonable.  By- 
ers,  in  his  "Economics  of  Railway  Operation,"  has 
figured  out  terminal  costs  per  ton  on  the  basis  of  New 
York  figures  as  follows: 

Interest  and  depreciation    28.6 

Station  services  and  shipping .    41.5 

70.1 

4    •.• 

6.  Switching  costs  at  Winnipeg. — In  1906,  the  Ca- 
nadian Pacific  made  a  computation  as  to  switching 
costs  in  terminals  at  Winnipeg  on  line  haul  business; 
that  is,  on  carloads  received  from  or  shipped  to  points 
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outside   Winnipeg.     The    services    performed    were 
classified  as  follows: 

(a)  The  expense  of  assembling  and  sorting 
thru  cars  was  computed  at  $3.99  per  car.     This 
covered  185,501  cars  handled  an  average  move- 
ment of  3,600  feet. 

(b)  The  placing,  sorting  and  assembling  of 
cars  for  local  sidings  in  C.  P.  R.  terminals.     This 
covered  134,202  cars,  with  an  average  movement 
of  7,200  feet.     The  cost  was  computed  at  $5.32 
per  car. 

(c)  The  transfer   of  cars   between  ^he   Ca- 
nadian Northern  and  Canadian  Pacific  at  St. 
Boniface,  destined  to  or  received  for  siding  de- 
livery in  either  terminal,  cost  $6.65  per  car.     This 
covered  24,961  cars,  with  an  average  movement 
of  20,050  feet. 

The  cost  figures  were  based  on  interest  and  depre- 
ciation on  the  freight  terminals ;  interest  and  deprecia- 
tion on  the  engines  used  exclusively  in  the  switching 
service;  actual  cost  of  fuel,  oil,  waste  and  repairs  on 
these  engines ;  actual  cost  of  wages,  superintendence, 
etc.,  in  connection  with  terminal  work  exclusively. 

These  figures,  assuming  that  the  cars  were  of  30- 
tons  capacity,  gave  averages  per  ton  as  follows:  (a), 
13.3  cents;  (b),  17.7  cents;  (c),  22.1  cents.  If  an 
average  of  all  the  cars  switched  is  taken,  it  amounts 
to  16  cents. 

7.  Terminal  cost  in  Wisconsin. — The  Wisconsin 
Commission  has  worked  out  the  following  computa- 
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tions  of  terminal  cost  per  ton  for  the  different  classes  * 
of  the  Western  Classification : 

Classes    .  12345ABCDE 


$1.68     $1.39     $1.13     84c.     67c.     ?5c.     58c.     50c.     42c.     33c. 

The  terminal  costs  thus  computed  are  arbitrary,  since 
they  vary  with  the  value  and  the  rate,  instead  of  he  ing 
exactly  proportioned  to  cost. 

Variations  in  terminal  expenses  will  be  found  not 
only  in  regard  to  the  cost  of  terminal  properties,  but 
also  in  connection  with  the  nature  of  the  loading. 

8.  Distance  as  a  factor  in  rates. — Examples  have 
already  been  given  showing  how  in  rate-making,  dis- 
tance may  be  minimized.  In  addition  to  those  al- 
ready given,  reference  may  be  made  to  the  system 
of  group  rates.  In  Illinois,  in  the  movement  of  coal, 
points  forty  miles  apart  have  been  grouped  under  the 
same  rate.  Under  the  Canadian  Pacific  coal  and  coke 
tariff,  already  referred  to,  the  Lethbridge  group,  in- 
cluding six  shipping  points,  covers  a  distance  of  fifty 
miles.  Examples  of  either  the  originating  or  the 
destination  points  being  grouped  are  quite  common. 
Reference  may  be  made  to  the  class  and  commodity 
tariffs  west-bound  to  points  west  of  Lake  Superior, 
including  the  Pacific  coast ;  to  the  rates  on  grain  and 
grain  products  from  Fort  William  to  eastern  points, 
Montreal  and  west  thereof ;  and  to  the  rates  on  lumber 
and  forest  products  from  the  coast  and  at  British 
Columbia  interior  mills  to  Eastern  Canada.  One  ex- 
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ample  will  serve.  In  the  shipment  of  lumber  east 
from  the  British  Columbia  mills  the  territory  to  the 
head  of  the  Lakes  is  divided  into  the  40^  and  45^ 
groups.  The  first  of  these  extends  to  Winnipeg  and 
includes,  so  far  as  the  lines  of  the  Canadian  Pacific  are 
concerned,  430  destination  points  while  the  second 
extends  to  Fort  William  and  includes  149. 

The  regulative  tribunals  of  England,  Canada  and 
the  United  States  have  recognized  that  reasonable 
grouping  is  permissible.  Grouping  arrangements 
usually  come  into  existence  where  there  are  a  consid- 
erable number  of  points  supplying  a  commodity  of 
general  demand  to  a  common  market.  Grouping  at 
the  destination  points  may  also  occur  when  such  a 
commodity  is  marketed  over  a  considerable  area  after 
a  long  haul. 

But  while,  because  of  special  conditions,  distance 
may  be  minimized,  it  is,  in  the  absence  of  such  disturb- 
ing conditions,  always  to  be  reckoned  with. 

9.  Distance  basis  of  rates  in  Official  Classification 
territory. — The  most  interesting  example  in  America 
of  the  adoption  of  the  distance  basis  of  rate-making  is 
to  be  found  in  the  territory  of  the  Official  Classifica- 
tion. This  territory  is  subdivided  into  Trunk  Line 
Association  territory,  which  may,  in  a  general  way,  be 
described  as  the  section  east  of  a  line  drawn  through 
Buffalo,  Pittsburgh,  Parkersburg,  West  Virginia,  and 
Norfolk,  Virginia:  west  of  this  is  to  be  found  Cen- 
tral Freight  Association  territory  occupying  the 

remainder  of  the  Official  Classification  territory. 

xiv  c— 11 
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In  the  early  seventies  the  railways  located  in  what 
is  now  the  territory  of  the  Official  Classification  were 
engaged  in  cut-throat  competition.  In  addition,  the 
water  competition  of  the  lake  carriers  was  also  felt. 
As  an  outcome  of  this  there  was  worked  out  a  system 
whereby  the  Chicago-New  York  rate  was  taken  as  a 
base  rate. 

The  rate  system  so  built  up  was  concerned  with  the 
movement  from  Central  Freight  Association  territory, 
in  which  are  located  some  8,000  stations.  Taking  the 
base  rate  as  100  per  cent,  the  shorter  distance  points 
have  rates  worked  out  on  a  percentage  of  the  base  rate. 
For  example,  on  the  movement  from  Detroit  to  New 
York,  Detroit  has  78  per  cent  of  the  Chicago  rate. 
Toledo  and  Sandusky  are  71  per  cent  points.  The 
rate  adjustment  works  westward  to  the  Mississippi 
River  crossings,  where  125  per  cent  points  are  to  be 
found. 

While  the  percentage  system  was  adopted  in  1876, 
there  have  been  various  readjustments  and  regroup- 
ing since  that  date.  Water  competition,  market 
competition,  and  the  effect  of  the  rail  movements  of 
north  and  south  lines  working  in  this  territory  have 
aided  in  bringing  about  the  system  as  it  stands  today. 
The  result  is  that  instead  of  percentage  points  there 
are  percentage  groups.  While  the  system  was  con- 
cerned in  the  first  instance  with  the  movement  east- 
bound,  it  now,  in  general,  applies  west-bound  as  well. 

A  similar  system  is  made  use  of  in  the  movement 
from  points  in  Central  Freight  Association  territory, 
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intermediate  to  Chicago,  to  points  in  Trunk  Line  ter- 
ritory intermediate  to  Xew  York. 

The  basis  on  which  the  percentages  are  worked  out 
is  as  follows: 

From  an  assumed  rate  of  25  cents  from  Chicago  to  New 
York  there  was  first  deducted  the  sum  of  6  cents  to  repre- 
sent the  fixed  terminal  expenses  at  the  points  of  origin  and 
destination.  The  remaining  19  cents  represented  the  as- 
sumed charge  for  the  rail  haul  exclusive  of  any  service  at 
either  terminal.  This  rate  being  divided  by  920,  that  being 
the  accepted  short  line  mileage  from  Chicago  to  New  York, 
yielded  a  rate  per  mile  of  0.0206  cent  for  a  movement  from 
Chicago  to  New  York  under  the  assumed  rate;  and  this  rate 
per  mile  was  used  as  the  factor  for  establishing  an  assumed 
basis  from  any  particular  junction  or  competitive  point  on 
the  basis  of  its  mileage  to  New  York.  That  factor  or  rate 
per  mile  multiplied  by  the  number  of  miles  from  the  par- 
ticular point  to  New  York  gave  an  assumed  rate  for  the 
rail  haul  from  that  point  exclusive  of  any  terminal  service 
at  either  end  of  the  movement.  To  that  assumed  rate,  the 
six  cents  was  again  added  to  cover  the  terminal  expenses  at 
the  points  of  origin  and  destination.  The  result  gave  an 
assumed  rate  from  the  particular  point  to  New  York  includ- 
ing the  terminal  charges,  and  the  percentage  which  this 
assumed  rate  bore  to  the  assumed  rate  of  25  cents  from 
Chicago  to  New  York  determined  the  percentage  of  the 
Chicago  rate  which  the  particular  point  would  take  on  any 
given  class  of  merchandise. 

To  illustrate  by  a  concrete  example,  the  short  line 
mileage  from  Indianapolis  to  Xew  York  is  833  miles. 
Then  833  times  .0206  (cent)  equals  17.2  cents. 
To  this  add  6  cents  for  fixed  terminals,  and  a  total  of 
23.2  cents,  or  93  per  cent  of  the  Chicago  assumed  rate 
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of  25  cents,  is  obtained.     Therefore,  Indianapolis  is 
a  93  per  cent  point. 

10.  Distinction  between  local  and  thru  rates. — A 
distinction  is  made  between  local  and  thru  rates,  altho 
the  distinction  is  not  a  very  exact  one.  Sometimes  a 
local  rate  is  spoken  of  as  being  concerned  with  a  short 
movement  on  a  given  railway,  and  a  thru  rate  with  a 
longer  distance  on  the  same  railway.  It  is  more  cor- 
rect to  speak  of  a  thru  rate  as  being  concerned  with  a 
joint  tariff  movement  over  two  or  more  railways. 
Under  the  Railway  Act,  the  railways  are  required,  as 
incidental  to  the  movement  of  thru  traffic  over  two  or 
more  lines,  to  afford  facilities  for  the  due  and  reason- 
able receiving,  forwarding  and  delivering  at  the  re- 
quest of  any  other  railway,  of  thru  traffic ;  and,  in  the 
case  of  goods  shipped  by  carload,  of  the  car  with  the 
goods  shipped  therein  to  and  from  the  railway  of 
such  other  company  at  the  thru  rate.  It  is  also 
provided  that  when  traffic  is  to  pass  over  any  continu- 
ous route  in  Canada,  operated  by  two  or  more  com- 
panies, the  several  companies  may  agree  upon  a  joint 
tariff  for  such  continuous  route.  There  is  the  obli- 
gation also,  that  when  traffic  is  to  pass  over  any  con- 
tinuous route  from  a  point  in  Canada  thru  a  foreign 
country  into  Canada,  or  from  any  point  in  Canada 
to  a  foreign  country,  and  such  route  is  operated  by 
two  or  more  companies,  whether  Canadian  or  foreign, 
the  several  companies  are  to  file  with  the  Board  a  joint 
tariff  for  such  continuous  route.  It  is  similarly  pro- 
vided that  a  joint  tariff  is  to  be  filed  in  respect  of  a 
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similar  movement  from  a  point  in  a  foreign  country 
into  Canada,  or  from  a  foreign  country  thru  Canada 
into  a  foreign  country.  Prohibitions  are  contained 
in  the  Railway  Act  on  devices  whereby,  thru  break 
in  bulk,  stoppage  or  interruption  of  a  movement  of 
traffic  an  attempt  is  made  to  interrupt  the  continuous 
carriage. 

Provision  is  made  in  the  Railway  Act  that  where 
railways  subject  to  the  Board's  jurisdiction  fail  to 
agree  upon  a  joint  tariff,  the  Board  may,  on  the  appli- 
cation of  any  company  or  person  desiring  to  forward 
traffic  over  a  continuous  route  which  the  Board  con- 
siders a  reasonable  and  practicable  one,  require  the 
railways  to  file  a  satisfactory  joint  tariff;  or  the  Board 
may  determine  the  rate  and  apportion  the  same  among 
the  companies  interested. 

It  is  the  practice  for  railways  to  file  concurrences  in 
regard  to  thru  rate  arrangements. 

11.  Arriving  at  a  thru  rate. — A  thru  rate  may  be 
made  up  of  the  sum  of  the  local  rates  attaching  to  the 
mileage  haul  on  each  railway.  In  most  cases,  how- 
ever, the  thru  rate  is  less  than  the  sum  of  the  local 
rates.  In  each  of  the  local  rates,  costs  for  two  termi- 
nals are  chargeable,  while  in  the  case  of  a  thru  move- 
ment over  two  or  more  lines,  there  is  an  initial  and 
a  final  terminal  cost,  the  other  costs  in  respect  of 
movements  from  one  line  to  another  being  in  the 
nature  of  transfer  charges.  It  has  not  appeared  fea- 
sible to  lay  down  any  rigid  rule  covering  all  cases  in 
regard  to  the  extent  by  which  it  is  proper  that  the 
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thru  rate  should  be  less  than  the  sum  of  the  locals. 
The  Board  has  ruled  that  where  a  thru  rate  exceeds 
the  sum  of  the  locals,  it  is  prima  facie  unreasonable  and 
the  burden  of  justification  is  on  the  railway. 

It  has  been  recognized  that  when  there  is  a  haul 
over  two  or  more  railways,  it  is  not  reasonable  to  di- 
rect that  the  thru  rate  shall  be  identical  with  the  rate 
for  the  same  mileage  over  the  line  of  a  single  rail- 
way; for,  in  the  former  case,  there  is  a  subdivision 
of  the  rate  between  two  lines  as  well  as  a  transfer 
cost. 

In  dealing  with  the  reduction  of  coal  rates  in  the 
Western  Rates  Judgment,  the  Board  directed  that  a 
reduced  scale  of  rates  should  be  put  in;  and  further 
directed  that  on  any  given  movement  over  two  lines 
the  thru  rate  should  not  be  more  than  20  cents  a  ton 
over  and  above  that  applicable  to  the  thru  mileage  as 
for  one  carrier. 

REVIEW 

Distinguish  between  class  and  commodity  rates.  How  are 
commodity  rates  used?  To  what  movements  do  they  usually 
apply  ? 

Compare  the  freight  rates  of  Canada  with  those  of  England 
showing  the  different  characteristics  which  influence  the  making 
of  rates  in  each  country. 

What  are  the  two  factors  in  each  rate  ?  What  is  included  under 
each  ? 

Discuss  distance  as  one   factor  in  rate  making. 

What  is  the  distinction  between  local  and  thru  rates?  How 
is  a  thru  rate  arrived  at? 


CHAPTER  IX 

COMPETITIVE  FACTORS  IX  RATE-MAKING 

1.  Competition   of   lines   of   different   lengths.— 
Where  a  railway  has  to  meet  between  two  points  the 
competition  of  the  shorter  mileage  of  another  railway, 
the  short  line  mileage  rate  governs  of  necessity.     Ex- 
amples of  this  follow: 

Fort  William  to  Winnipeg—  C.P.,  419  miles 

C.N.,  436  miles 

G.T.,  449  miles 

Portage  la  Prairie  to  Winnipeg — C.P.,  302  miles 

G.T.,  323  miles 

Montreal  to  Toronto—  G.T.,  334  miles 

C.P.,  345  miles 

C.N.,  407  miles 

Montreal  to  St.  John,  X.  B.—  C.P.,  487  miles 

I.C.,  735  miles 

Toronto  to  Ottawa—  C.P.,  256  miles 

C.N.,  258  miles 

G.T.,  375  miles 

Toronto  to  Owen  Sound —  C.P.,  122  miles 

G.T.,  164  miles 

Woodstock  to  Goderich —  G.T.,  69  miles 

C.P.,  144  miles 

Cornwall  to  Ottawa—  O.&N.Y.,  57  miles 

G.T.,  109  miles 

Differences  in  mileage  as  between  different  routes 
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connecting  two  points  are  common.  For  example, 
between  Chicago  and  Kansas  City  we  have  the  fol- 
lowing : 

Miles 

Atchison,  Topeka  &  Santa  Fe 458 

Burlington  Route 489 

Chicago  &  Alton 488 

Chicago  Great  Western 597 

Chicago,  Milwaukee  &  St.  Paul 498 

Rock  Island  Route 517 

Wabash 512 

But  the  competition  is  not  necessarily  limited  to 
that  existing  between  lines  of  slightly  differing 
lengths.  Once  a  railway  is  built  the  capital  is  fixed, 
and  so,  in  order  to  obtain  a  return  on  the  investment, 
it  may  participate  in  traffic  which  is  handled  by  an 
exceedingly  roundabout  route.  Between  New  York 
and  New  Orleans  there  are  about  one  hundred  all- 
rail  routes  which  may  compete  for  business.  The 
shortest  is  1,340  miles;  the  longest  is  53  per  cent 
greater.  When  such  a  roundabout  route  competes 
for  this  business  it  must,  of  necessity,  reduce  its  rate 
on  the  principle  of  what  the  traffic  will  bear. 
Under  the  centralized  control  of  the  JMcAdoo  ad- 
ministration there  have  been  energetic  endeavors  to 
utilize  direct  routes  and  thus  lessen  the  extra  engine 
mileage  of  the  roundabout  routes. 

Under  such  circumstances  the  anomaly  may  arise 
of  the  rate  being  controlled  by  the  longer  line  or 
route,  for  the  longer  line,  not  being  able  to  give  the 
same  dispatch,  may  have  to  give  a  more  advantageous 
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rate.  Just  before  the  Civil  War  the  Grand  Trunk 
carried  flour  from  Chicago  to  Portland  by  rail  and 
thence  by  boat  to  Boston  in  competition  with  all-rail 
American  lines.  From  a  situation  like  this  may  arise 
so-called  "differential"  rates. 

2.  Differential  rates. — A  differential  rate  arises 
when  two  or  more  competing  carriers  agree  that  a 
prescribed  difference  shall  exist  between  their  respec- 
tive rates.  This  may  be  regarded  as  a  concession  to 
avert  a  greater  cut  in  rates.  When  the  Canadian 
Pacific  entered  the  field  of  thru  business,  it  engaged 
in  the  carriage  of  business  to  San  Francisco  by  means 
of  its  rail  route  to  its  Pacific  terminus  and  thence  by 
boat  to  destination.  It  took  the  position  that,  as  it 
was  a  broken  rail  and  water  route,  and  was,  in  its 
condition,  a  weak  route,  a  differential  should  be  al- 
lowed. It  also  emphasized  the  disadvantage  under 
which  it  labored  because  of  its  roundabout  route— 
4,020  miles  by  rail  and  water  as  against  3,270  all 
rail. 

In  1887,  the  American  lines  agreed  that  on  business 
to  San  Francisco,  the  Canadian  Pacific  might  quote 
rates  lower,  by  agreed  differences  in  cents  per  class, 
than  the  all-rail  American  lines.  At  the  end  of  1892, 
the  Canadian  Pacific  adopted  the  principle  of  charg- 
ing rates  ten  percent  less  than  those  of  the  American 
lines.  The  latter  contended  that  this  was  not  a  differ- 
ential, but  a  "cut"  rate,  since  they  had  not  agreed  to 
it.  The  matter  came  to  arbitration  in  1898,  when  it 
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was  decided  that  the  Canadian  Pacific  was  not  entitled 
to  a  differential. 

The  Grand  Trunk  has  a  differential  freight  rate 
from  New  England  territory,  all-rail,  as  against  the 
standard  lines  to  Chicago.  It  also  has  had  differen- 
tial rates  via  Ottawa  Division  and  Depot  Harbor, 
the  rates  being  10  cents  below  the  first-class  rate 
from  Boston.  Recently  the  differential  rates  from 
New  York  to  Chicago  have  been  abolished,  such  rates 
are,  however,  in  force  over  American  lines  between 
Xew  England  territory  and  Chicago. 

3.  Water  competition. — An  early  example  of 
water  competition  in  the  passenger  business  is  set  out 
in  an  advertisement  published  in  1788  by  the  Phila- 
delphia and  Baltimore  Eastern  Shore  stage  line, 
which  stated  that  its  coaches  would  carry  a  passenger 
from  Philadelphia  to  the  Susquehanna  River  for  l£ 
6  sh.,  and  from  that  point  to  Baltimore,  37  miles 
farther,  free  of  charge.  That  is  to  say,  on  the  last 
37  miles  of  the  journey  it  had  to  meet  the  competition 
of  water  carriers.  In  1846  the  stage  fare  from  Co- 
bourg  to  Peterborough  was,  in  the  winter,  10  sh. 
currency;  while  in  the  summer  by  stage  and  steam- 
boat it  was  7sh.  6d. 

In  1892,  complaint  was  made  before  the  English 
Railway  and  Canal  Commission  that  the  rate  on  flour 
and  grain  from  Bristol  to  Birmingham,  a  distance  of 
141  miles,  was  8  sh.  6d.,  while  from  Birkenhead  to 
Birmingham,  a  distance  of  98  miles,  it  was  11  sh.  6d. 
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The  commission  found  that  the  difference  in  rate  was 
due  to  efficient  railway  and  water  competition. 

In  the  transportation  system  of  the  section  of  North 
America,  which  may  be  determined  by  a  line  drawn 
north  and  south  thru  Omaha,  the  effect  of  the 
Great  Lakes  and  the  St.  Lawrence  is  very  important. 
In  general,  the  average  rate  which  carries  a  ton  one 
mile  on  the  railway  will  carry  it  three  miles  on  the 
lakes.  If  the  various  grain  routes  to  the  seaboard  are 
considered,  the  importance  of  the  alternative  water 
route  and  its  competitive  effect  will  be  apparent. 

From  Chicago,  grain  may  move  eastward  to  the  sea- 
board by  the  following  routes:  to  Buffalo  by  rail, 
thence  via  the  Erie  Canal  and  Hudson  River,  or  by 
all-rail  to  New  York ;  to  Erie  by  lake,  thence  by  rail 
to  Philadelphia  or  Baltimore;  by  lake  to  Canadian 
lake  ports,  thence  by  rail  to  Montreal,  St.  John,  Port- 
land or  Boston;  by  lake  and  canal  to  New  York;  all- 
rail  to  Philadelphia,  Boston,  New  York,  Baltimore 
and  Newport  News;  by  lake,  canal  and  the  St.  Law- 
rence. That  is  to  say,  there  are  routes  to  eight  ports 
on  the  North  Atlantic  seaboard,  and  the  lake  route 
has  a  controlling  effect  over  all. 

On  the  movement  from  Minneapolis  the  following 
routes  are  available :  all-rail  to  the  seaboard  via  Sault 
Ste.  Marie;  by  rail  to  Gladstone,  Michigan,  and 
thence  by  lake  and  canal  or  other  combination ;  by  rail 
to  Duluth  or  Superior  and  thence  by  lake  and  canal 
or  other  combination. 

Shipments  of  grain  from  the  Canadian  Northwest 
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may  move:  all-rail  to  the  seaboard;  by  rail  to  Fort 
William  or  Port  Arthur  and  thence  by  lake  to  Ca- 
nadian lake  ports  and  thence  eastward  by  rail;  or  by 
lake  to  Buffalo  and  thence  eastward  by  rail  or  other 
combination;  to  Duluth  by  rail  and  thence  eastward 
by  lake  and  rail;  or  by  lake  and  canal  combination; 
or  by  lake,  canal  and  the  St.  Lawrence. 

As  has  been  pointed  out,  in  the  movement  to  the 
Pacific  Coast,  water  competition  is  important.  Three 
years  ago  the  China  Mutual,  or  Blue  Funnel  Line, 
was  bringing  in  monthly  to  British  Columbia  via  the 
Suez  Canal,  from  three  to  five  thousand  tons  of  pack- 
age freight.  Today,  on  account  of  war  conditions 
and  eastern  competition  the  importations  by  this  route 
are  less.  This  is  distributed  east  into  Alberta.  If 
the  combined  ocean  and  rail  rate  west  to  British  Co- 
lumbia is  to  get  a  share  of  this  business  it  must  meet 
this  competition.  In  the  movement  of  cotton  piece 
goods  from  New  England  to  China  over  the  Canadian 
Pacific  and  its  connecting  steamships  on  the  Pacific, 
there  has  to  be  considered  the  rate  offering  to  China 
by  way  of  the  Suez  Canal.  Meat  shipments  from 
Canada  to  London,  England,  may  move  all-water  to 
London,  or  by  water  carriers  to  Liverpool  and  by  rail 
to  London.  The  water  rate  holds  down  the  combi- 
nation rate.  Shipments  of  produce  from  Denmark 
to  Liverpool  may  move  all- water,  or  may  move  by 
water  to  the  east  coast  and  thence  by  rail  to  Liverpool. 
Here,  again,  the  water  rate  holds  down  the  combina- 
tion rate. 
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The  Board  has  recognized  that  rail  carriers  may 
have  to  meet  the  competition  of  water  carriers.  Its 
position  in  regard  to  water  competition  is  summarized 
in  the  Complaint  of  the  Blind  River  Board  of  Trade, 
decided  March  12,  1913.  This  stated  that  water 
competition  was  something  over  which  the  Railway 
Act  exercises  no  control  and  that  rail  carriers,  sub- 
ject to  the  Board's  jurisdiction,  subjected  to  such 
competition  might,  within  their  discretion,  meet  it  to 
such  extent  as  they  thought  fit.  A  rate  forced  by 
water  competition  is  not  the  necessary  measure  of  a 
reasonable  rate  where  such  competition  does  not  exist. 

4.  Changing  centers  of  production. — In  the  United 
States  the  westward  movement  of  the  agricultural 
centers  has  had  an  influence  on  rates.  In  the  north, 
it  has  lessened  the  importance  of  Lakes  Erie  and  On- 
tario as  controlling  factors.  About  the  time  the  Erie 
Canal  became  an  efficient  carrier,  the  Genesee  Valley 
in  western  New  York  was  important  in  wheat  produc- 
tion. Since  the  seventies  the  center  of  wheat  produc- 
tion in  the  United  States  has  been  moving  north  and 
westward  until  now  it  is  west  of  the  Mississippi. 

In  Western  Canada,  the  wheat  area  is  not  reached 
until  at  a  point  some  four  hundred  miles  west  of  Lake 
Superior.  This  has  increased  the  traffic  importance 
of  the  Upper  Lakes.  Coupled  with  this  is  the  fact 
that  on  account  of  this  northward  and  westward  move- 
ment, east  and  west  lines  of  movement  from  Georgian 
Bay  are  now  of  increasing  importance. 

In  the  southern  portions  of  the  United  States,  the 
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westward  movement  of  the  cotton  crop,  as  well  as  the 
development  of  the  wheat  areas  of  Kansas  and  of  Ok- 
lahoma, have  added  to  the  efficiency  of  ocean  compe- 
tition by  way  of  the  Gulf  of  Mexico. 

In  the  United  States  this  westward  movement  of 
grain  has  created  a  competitive  area  extending  from 
the  international  boundary  as  far  south  as  Kansas  and 
Missouri  and  west  to  the  western  boundaries  of  the 
Dakotas.  Its  effects  are  especially  noticeable  in  con- 
nection with  the  primary  grain  markets.  Grain  from 
the  Dakotas  and  Minnesota  is  normally  tributary  to 
Minneapolis  and  Duluth;  it  may  move  to  Chicago. 
The  grain  of  Missouri  is  normally  tributary  to  St. 
Louis ;  it  may  also  move  to  Chicago. 

5.  Competition  of  ports. — As  has  been  seen  in  dis- 
cussing water  competition,  Chicago  has  some  eight 
possible  outlets  on  the  North  Atlantic  seaboard. 
With  the  westward  development  of  American  rail- 
ways the  short  line  mileages  to  the  seaboard  have  been 
readjusted.  This  is  illustrated  in  the  following 
table: 

SHORT  RAIL  DISTANCES  FROM  SOME  OF  THE  INTERIOR 

GRAIN  MARKETS  AND  PACKING-HOUSE  CENTERS  TO 

NEW  YORK  AND  NEW  ORLEANS 

To  To  Saving  to 

New  York  New  Orleans      New  Orleans 

Chicago    912  912  .  r 

Duluth    1,390  1,337  53 

Minneapolis    ...  1,321  1,268  53 

St.  Paul 1,321  1,268  53 

Sioux  City 1,422  1,258  164 
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To  To  Saving  to 

New  York  New  Orleans      New  Orleans 

Omaha 1,402  1,070  332 

Dubuque   1,079  988  91 

St.  Louis    1,058  695  363 

Kansas  City   .  . .  1,335  878  457 

If,  beginning  at  Duluth,  a  line  is  traced  running 
south  to  Lake  Michigan  and  following  the  western 
boundary  of  that  lake  to  its  southern  extremity,  thence 
swinging  southwesterly  until  the  south  Atlantic  sea- 
board is  reached  a  little  south  of  the  northern  bound- 
ary of  Georgia,  it  will  be  found  that  all  points  west  of 
this  line  are  nearer  to  the  Gulf  ports  than  they  are 
to  New  York. 

Of  course,  the  mere  question  of  distance  is  not  the 
only  controlling  factor.  The  question  of  the  volume 
of  traffic  moving,  the  matter  of  established  trade 
routes,  and  the  amount  of  ocean  tonnage  offering  at 
the  port  are  important  factors.  As  between  Mont- 
real and  New  York,  the  volume  of  ocean  tonnage 
offering  is  necessarily  an  important  factor.  In  the 
discussions  which  have  taken  place  with  regard  to  the 
question  of  a  differential  or  difference  in  rates  to  be 
allowed  Boston,  Philadelphia  and  Baltimore  as 
against  New  York,  the  latter  city  has  emphasized  the 
fact  that  there  is  an  established  trade  route  from  its 
ports  by  which  a  large  volume  of  tonnage  is  constantly 
moving. 

6.  Market  or  trade  competition. — As  industries  ex- 
pand they  naturally  develop  competition  in  common 
markets.  In  the  adjustment  of  their  rates,  the  rail- 
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ways  are  constantly  faced  with  the  question  of  this 
competition  and  of  the  extent  to  which  they  will,  by 
readjustment  of  rates,  extend  the  area  in  which  indus- 
tries may  compete.  Wastes  of  transportation  may 
arise  from  this  overlapping  of  markets. 

The  sugar  refining  industry  of  Canada  affords  a 
striking  example  of  trade  competition.  Sugar  re- 
fineries located  at  Halifax,  St.  John,  Montreal  and 
Wallaceburg  compete  in  Toronto  and  the  Canadian 
Northwest.  A  sugar  refinery  located  in  Vancouver 
meets  the  competition  of  the  eastern  refineries  in 
Manitoba.  The  Knight  Sugar  Refining  Company, 
of  Raymond,  Alberta,  is  also  engaged  in  the  manu- 
facture and  distribution  of  sugar  in  Alberta.  What 
are  the  boundaries  of  the  respective  markets? 
Where  shall  the  rates  meet? 

Again  in  the  readjustment  following  the  25  per 
cent  order  in  1918  the  refineries  on  the  seaboard  de- 
sired an  adjustment  which  would  enable  them  to  do 
business  west  of  Montreal.  The  Dominion  Sugar 
Company,  of  Wallaceburg,  said  "should  the  Atlantic 
seaboard  refineries  be  given  any  consideration  .  .  . 
we  would  .  .  .  request  the  Board  to  give  us  similar 
consideration  from  Wallaceburg  and  Chatham  to 
points  east." 

7.  Rates  for  sugar  and  oil. — Sugar  moves  west 
from  Montreal  on  a  fifth-class  rate;  it  moves  from 
Vancouver  on  a  commodity  rate.  Under  this  ar- 
rangement the  rates  meet  at  Portage  la  Prairie,  Man- 
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itoba.  When  the  Board  by  its  order  in  the  Regina 
Rates  Case  reduced  rates  westward  from  Fort  Wil- 
liam, complaint  was  made  by  the  refining  company  at 
Vancouver  that  this,  by  extending  the  Montreal  terri- 
tory westward,  had  resulted  in  curtailing  the  territory 
naturally  tributary  to  Vancouver. 

The  Imperial  Oil  Company  has  a  refinery  at  loco, 
near  Vancouver,  in  which  it  refines  Peruvian  oil. 
From  Vancouver  to  Calgary,  a  distance  of  646  miles, 
the  rate  in  1915  was  84  cents.  Caspar,  Wyoming,  is 
in  a  new  oil  field  which  ships  north  by  wray  of  Coutts, 
Alberta,  to  Calgary,  a  distance  of  886  miles.  The 
rate  from  Caspar  to  Calgary  was  $1.11.  The  Im- 
perial Oil  Company,  being  subjected  to  this  competi- 
tion, and  contending  that  its  cost  of  bringing  oil  in 
tank  vessels  from  Peru  should  be  considered  as  against 
the  lower  cost  of  obtaining  oil  at  Caspar,  desired  to 
have  its  rate  to  Calgary  reduced  to  70  cents.  The 
Canadian  Oil  Company,  whose  refinery  is  at  Petrolia, 
also  ships  into  the  Canadian  West;  and  its  position 
was  that,  if  on  account  of  competitive  conditions,  the 
rate  from  Vancouver  was  reduced  east,  the  rate  from 
Petrolia  should  be  reduced  west.  The  shortest  rail 
route,  thru  the  United  States,  from  Petrolia  to  Cal- 
gary is  1,972  miles.  By  the  all-Canadian  route,  it  is 
2,275  miles. 

In  distributing  its  products  the  Imperial  Oil  Com- 
pany ships  to  Manitoba  from  its  Sarnia  refinery  by 
way  of  the  Lakes  and  Fort  William.  Saskatchewan 
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is  supplied  from  its  Regina  refinery  which  obtains  its 
crude  oil  from  Wyoming,  while  Alberta  is  supplied 
by  the  loco  refinery. 

The  Canadian  Oil  Company  applied  to  the  Board 
to  reduce  its  rates  from  Petrolia  to  the  Northwest  to 
meet  the  competition  of  American  oil  refiners  selling 
in  the  same  field.  It  was  recognized  that  the  compet- 
ing companies  had  certain  situation  advantages,  water 
competition  and  low  cost  of  raw  material.  On  this 
state  of  facts  it  was  held  that  the  rates,  not  being  chal- 
lenged as  unreasonable,  and  the  trade  disadvantages 
not  having  been  created  by  the  Canadian  railways,  the 
direction  asked  for  could  not  be  given.  While  it  is 
the  function  of  a  rate-regulative  tribunal  to  deal  with 
reasonableness  of  rates,  it  is  not  concerned  with  so 
equalizing  trade  profits  that  all  may  compete  on  an 
even  keel. 

8.  Rates  for  complementary  commodities. — Again, 
in  another  case  it  was  contended  that  cheese  and 
bacon  are  complementary  commodities  and  that  the 
price  of  cheese  in  England  is  regulated  by  that  of 
bacon.  It  was,  therefore,  urged  that  this  should  be 
considered  in  Canada  in  fixing  the  rate  basis  on  export 
traffic.  It  was  held  by  the  Board  that  this  was  a 
phase  of  market  competition,  and  that  the  extent  to 
which  the  railways  should  consider  it,  if  the  rates 
actually  charged  were  not  unreasonable,  was  at  their 
discretion. 

Just  how  the  claims  of  competing  industries  located 
on  different  sections  of  the  same  line  of  railwav  are  to 
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be  adjusted  is  a  matter  of  extreme  delicacy  and  diffi- 
culty. The  Board  has  recognized  in  a  case  of  such 
competition  arising  from  an  industry  located  on  an- 
other line,  that  in  the  case  of  brick  from  Bradford, 
Pennsylvania,  moving  thru  Canada  to  Windsor  and 
Detroit,  when  the  Windsor  rate  on  this  article  was 
higher  than  the  Detroit  rate,  the  Detroit  rate  was  held 
down  by  the  trade  competition  of  the  similar  brick  pro- 
duced at  other  points  in  Ohio  which  were  nearer  to 
Detroit.  If  the  brick  moving  the  longer  distance 
from  Bradford,  was  to  share  in  the  Detroit  business,  it 
had  to  meet  the  Ohio  rate. 

9.  Scope  of  market  competition. — Market  competi- 
tion is  not  limited  to  domestic  movement  alone.  The 
rate  that  grain  can  stand  depends  upon  the  price  at 
which  grain  stands  in  the  world-market.  In  that  mar- 
ket Russia,  India,  Australia,  Argentina,  Canada  and 
the  United  States  compete.  The  wheat  of  Argentina, 
which  is  for  the  most  part  grown  within  four  hundred 
miles  of  tidewater,  and  the  greater  part  of  whose  car- 
riage to  Liverpool  is,  therefore,  by  water,  competes 
with  the  wheat  of  Canada  and  of  the  United  States 
which  has  a  rail  haul  of  two  thousand  miles  to  the  sea- 
board. Canadian  bacon  must  compete  in  England 
with  Danish  bacon.  Canadian  butter  competes  in 
England  with  butter  from  Denmark  and  Siberia. 
Copper  from  Butte,  Montana,  competes  with  the 
water-borne  copper  from  the  Rio  Tinto  mines. 
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REVIEW 

What  is  a  differential  rate?     Illustrate. 
How  does  water  competition  exert  an  influence  on  rates? 
Show  how  changing  centers  of  population  affect  rates? 
In  competition  between  ports  what  influences  are  important? 
Discuss  market  competition.     Is  it  limited  to  domestic  mar- 
kets? 


CHAPTER  X 

PHASES  OF  RATES  AND  TARIFFS 

1.  Freight  tariffs  and  the  Railway  Act. — Every 
tariff  carries  on  its  face  the  serial  number  of  the  rail- 
way's issue;  also  the  date  of  issue  and  the  effective 
date.     For  example,  the  Canadian  Pacific  tariff  deal- 
ing with  stop-off  on  lumber,  issued  January  8,  1913, 
effective    February    10,    1913,    bears    the    notation 
C.  P.  R.  tariff  Xo.  E  2119,  cancelling  No.  E  2409. 
In  addition,  it  has  to  bear  a  Canadian  Railway  Com- 
mission serial  number — in  this  case  it  is  C.  R.  C.  No. 
E  2515.     A  tariff  may  be  amended  by  a  supplement. 
In  the  United  States,  the  Interstate  Commerce  Com- 
mission rule  is  that  the  number  of  supplements  which 
may  be  outstanding  is  governed  by  the  size  of  the 
tariff.     Tariffs  filed  with  the  Interstate  Commerce 
Commission  must  bear  an  I.  C.  C.  number.     Tariffs 
concerned  with  the  transit  trade  or  with  business  from 
the  United  States  to  Canada  or  vice  versa  bear  the 
serial  numbers  of  both  commissions. 

Under  the  Railway  Act,  freight  tariffs  are  classed 
as  standard,  special  and  competitive. 

2.  Standard  tariff. — The  standard  freight  tariff  or 
tariffs   specify   the   maximum   mileage   tolls   to   be 
charged  for  each  class  of  the  freight  classification  for 
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all  distances  covered  by  the  railway.  The  distances 
are  expressed  in  groups.  The  Railway  Act  permits 
relatively  greater  distances  to  be  included  in  these 
groups  for  the  longer  than  for  the  shorter  hauls.  The 
standard  freight  tariff  has  to  be  filed  with  the  Board 
for  its  approval.  When  it  is  approved,  it  must  be 
published  in  two  consecutive  weekly  issues  of  the 
Canada  Gazette  before  it  can  become  effective. 

3.  Steps  in  development  of  standard  tariffs. — The 
Standard  Freight  Tariffs  of  the  Canadian  Pacific  may 
be  taken  as  representative  of  other  railways  operating 
in  the  same  territory,  the  only  point  of  difference  aris- 
ing is  in  respect  of  the  stations  forming  the  geographi- 
cal limits  of  a  given  standard  freight  territory. 

Before  the  decision  of  the  Board  in  the  Western 
Rates  Case,  in  1914,  there  were  two  standard  scales 
east  of  Port  Arthur  and  Fort  William,  and  five  main- 
land scales  in  the  West.  Those  east  of  Port  Arthur 
and  Fort  William  were:  (a)  from  Sudbury  east  to 
the  Atlantic;  and  (b)  from  Sudbury  west  to  Port 
Arthur  and  Fort  William.  The  eastern  standards 
are  on  what  is  known  as  the  Canadian  Freight  Asso- 
ciation Scale.  Practically  all  the  railway  mileage 
in  Eastern  Canada  is  on  this  basis. 

The  development  of  standard  tariffs  in  Western 
Canada  began  with  the  issuance  of  the  Canadian  Pa- 
cific tariff  issued  May  1,  1881,  and  which  was  applica- 
ble in  Manitoba.  This  tariff  was  adopted  apparently 
from  rates  then  applying  in  the  adjacent  states  of  the 
American  union.  The  rates  were  built  up  on  the 
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Joint  Northern  Classification  then  in  force  in  the  ad- 
joining territory.  In  this  classification,  first  class  was 
double  fourth.  When  the  mileage  extended  west- 
ward, the  standard  tariff  was  extended.  By  1894,  a 
standard  mileage  tariff  known  as  Xo.  270  had  devel- 
oped. The  modifications  by  way  of  reduction  re- 
ferred to  in  another  connection,  started  from  this  as  a 
base.  The  tariff  in  question  also  applied  in  British 
Columbia,  so  far  as  the  rates  were  concerned.  The 
base,  however,  was  different.  In  building  up  the 
mileage,  the  railway  considered  that  the  higher  cost  of 
operation  in  the  mountains  justified  assumed  mileage 
being  used.  From  Vancouver  to  Yale,  at  the  head  of 
navigation  on  the  Fraser  River,  actual  mileage  was 
used.  From  Yale  to  Revelstoke,  each  mile  counted 
as  ll/2  miles;  while  from  Revelstoke  to  Canmore  each 
mile  counted  as  2  miles.  When  the  Crow's  Xest  ex- 
tension was  made,  it  also  was  put  on  the  basis  of  1 
mile  counting  as  2. 

4.  Standard  scales  in  the  West. — West  of  Lake 
Superior  the  standard  scales  which  applied  were  as 
follows : 

(1)  The  Manitoba  scale,  which  is  in  effect  thruout  Mani- 
toba, excepting  the  Canadian  Northern's  Le  Pas  Line,  and 
in  Ontario  west  of  and  including  Port  Arthur.  Its  general 
basis  is  15  per  cent  lower  than  the  Canadian  Pacific's  maxi- 
mum mileage  tariff  No.  270  of  1894,  which  covered  the  en- 
tire territory  between  Lake  Superior  and  the  Rockies.  This 
is  the  reduction  which  was  required  to  be  made  by  the 
Canadian  Northern  as  a  result  of  the  Bond  Guarantee  Act 
of  Manitoba,  Chapter  39  of  the  Statutes  of  1901. 
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(2)  The  Saskatchewan  scale,  in  effect  thruout  Saskatche- 
wan, also  in  Alberta,  excepting  the  short  Canadian  Pacific 
Mountain  section  of  50  miles  between  Canmore  and  Laggan, 
and  the  Grand  Trunk  Pacific  west  of  Thornton.     It  applies 
also  on  that  portion  of  the  Canadian  Northern's  Le  Pas  Line 
within    Manitoba.     This    scale    is    generally    7VL*    per    cent 
lower  than  the  uniform  "Prairie"  tariff  No.  270  above  men- 
tioned, the  reduction  being  complementary  to  that  made  in 
Manitoba  by  the  Canadian  Pacific.     It  was  voluntary  on  the 
part   of  the   Company   which   was,   at   that   time,  the  only 
Company    operating   in    Sasketchewan   and   Alberta.     This 
rate  basis  was  adopted  by  the  Canadian  Northern  in  those 
sections  of  the  two  Provinces  opened  up  later  on  by  that 
Company. 

(3)  The   "Mountain"   scale,   in   effect   on   the   Canadian 
Pacific's  rail  lines  west  of  Crow's  Nest  and  Canmore;  also 
on  the  following  railways  under  Great  Northern  control,  viz., 
the   Crow's   Nest   Southern,   the   Bedlington   &   Nelson,   the 
Red  Mountain,  the  Nelson  &  Fort  Sheppard,  and  the  Van- 
couver, Victoria  &  Eastern,  east  of  Kilgard,  B.  C. 

This  latter  scale  is  built  up  on  the  same  prairie  mileage 
tariff  of  1894;  but,  owing  to  the  greater  cost  of  construc- 
tion and  operation  in  British  Columbia,  one  mile  is  counted 
as  two  prairie-tariff  miles  for  distances  up  to  220  miles ; 
those  over  220  miles,  and  up  to  the  schedule's  limit  of  750 
miles,  being  graduated  on  a  somewhat  lower  tho  indefinite 
basis,  so  that  for  750  miles  the  first-class  rate  is  $2.42  in- 
stead of  $2.95  as  it  would  be  on  the  two-for-one  basis,  being 
a  mileage  increase  of  46%  per  cent.  No  abatement  in  Brit- 
ish Columbia  followed  the  prairie  reductions  of  1902. 

(4)  The  '"Lake"  scale  between  ports  of  call  and  landings 
of  the  Canadian   Pacific   Railway   steamers   and   barges   on 
Arrow,  Kootenay,  Slocan,  Trout  and  Okanagan  Lakes  and 
the  Columbia  River;  also  on  the  two  remaining  Great  North- 
ern controlled  properties ;  viz.,  the  New  Westminster  South- 
ern, and  the  Vancouver,  Victoria  &  Eastern  Railway,  west 
of  Kilgard,  B.  C. ;  and  on  the  lines  of  the  British  Columbia 
Electric  Railway  Company. 
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This  scale  is  virtually  the  flat  prairie  tariff  No.  270  of 
1894.  The  Great  Northern's  maximum  rates  on  the  two 
rail  sections  named  are  the  same  as  those  of  the  Canadian 
Pacific  on  the  inland  water  stretches,  because  the  Board 
required  them  to  be  so, — these  lines  being  in  the  Vancouver- 
Yale  district ;  and  the  same  is  true  of  those  lines  of  the 
British  Columbia  Electric  Railway  Company  which  are  sub- 
ject to  the  jurisdiction  of  the  Board. 

(5)  The  "Lake-and-rail  and  Inter-Lake"  scale,  applicable 
to  traffic  interchanged  between  the  Kootenay  Lakes,  and  be- 
tween the  steamer  landings  and  rail  stations  of  the  Canadian 
Pacific  in  West  Kootenay  and  the  Boundary  district.  This 
scale  is  considerably  higher  than  the  last  mentioned  "Lake" 
scale,  but  somewhat  lower  than  the  "Mountain"  scale  (No. 
3). 

5.  New   scales   adopted. — The   judgment   in   the 
Western  Rate  Case  directed  that  these  five  western 
standard  scales  should  be  reduced  to  three  to  be  known 
as  The  Prairie,  The  Pacific,  and  The  British  Colum- 
bia Lakes  Standard  tariffs. 

6.  Prairie  Standard  tariff  replaces  Saskatchewan. 
-The  Prairie  Standard  tariff  was  made  to  cover  the 

section  formerly  covered  under  the  Saskatchewan 
scale.  The  maximum  basis  was  to  be  that  of  the 
standard  tariff  of  maximum  mileage  rates  then  in 
force  in  Manitoba  and  New  Ontario.  Formerly,  the 
initial  mileage  group  west  of  the  Lakes  was  ten  miles. 
This  group  was  broken  up  so  the  initial  group  is  now 
five  miles.  This  reduction,  and  the  re-grouping 
brought  in,  meant  considerable  reduction  in  regard  to 
Alberta  and  Saskatchewan. 

The  western  boundary  of  the  territory  covered  by 
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this  standard  extends  to  Canmore  and  Crow's  Nest, 
on  the  Canadian  Pacific;  to  Tollerton,  Alberta,  on  the 
Canadian  Northern,  and  to  Thornton,  Alberta,  on  the 
Grand  Trunk  Pacific. 

The  tariff  covers  a  mileage  of  2100  miles.  Up  to 
100  miles  the  groups  advance  by  five-mile  steps,  from 
100  to  500  there  are  ten-mile  steps,  from  500  to  1,500 
there  are  twenty-five  mile  steps;  the  balance  of  the 
mileage  is  divided  up  into  fifty-mile  groups.  The 
result  of  this  was  that  the  hitherto  existing  Manitoba 
scale  was  adopted  as  the  scale  for  the  Prairie 
Provinces. 

7.  Extension  of  Manitoba  scale. — The  Board,  deal- 
ing in  the  Regina  Rates  Case  with  the  question  of  dis- 
crimination as  between  Winnipeg  and  Regina,  had 
recognized  the  propriety,  within  limits,  of  the  exten- 
sion of  the  Manitoba  scale.     It  was  now  recognized 
that  the  class  of  commodities  offered  for  carriage,  and 
the  climatic  and  operating  conditions  of  the  districts 
being  largely  the  same,  it  would  not  be  fair  on  the 
ground  of  density  of  traffic  to  give  Manitoba  an  ad- 
vantage which,  in  a  great  degree,  was  derived  from  a 
volume  of  tonnage  arising  in  the  first  instance  in  Sas- 
katchewan and  Alberta. 

8.  Pacific    Standard    tariff. — In    de-limiting    the 
Pacific  Standard  Tariff  it  was  recognized  that  both 
the  construction  and  railway  operation  thru  the  moun- 
tains are  much  more  expensive  than  on  the  prairies. 
The  Pacific  Standard  covers  2,200  miles,  and  its  east- 
ern limits  begin  at  the  points  already  indicated  as  the 
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western  boundary  of  the  Prairie  Standard.  The  rate 
groups  are  the  same  as  in  the  case  of  the  Prairie 
Standard.  The  larger  part  of  the  mileage  grouped 
under  the  Pacific  Standard  is  concerned  simply  with 
the  provision  of  an  interchange  movement.  The  ex- 
treme movement  local  to  British  Columbia  is  750 
miles.  In  consideration  of  the  difficulties  of  operat- 
ing mountain  mileage,  cost,  etc.,  the  rates  are  weighted 
—that  is  to  say,  up  to  a  distance  of  750  miles  each  mile 
is  given  the  rate  chargeable  on  the  Prairie  Standard 
for  ll/2  miles.  Beyond  this,  the  rate  is  held  down 
on  the  longer  movement  by  being  tied  up  to  the 
Prairie  Standard  rates.  For  distances  over  750  miles 
the  Pacific  Standard  rates  are  made  by  adding  the 
differences  of  the  Prairie  Standard  twenty-five-mile 
groups.  For  example: 

750  miles  Prairie  Standard  is  161  cents  first-class 
775  miles  Prairie  Standard  is  164  cents  first-class 

a  difference  of  3  cents.  As  750  miles  on  the  Pacific 
standard  is  209  cents  first-class,  the  rate  for  775  miles 
is  made  by  adding  the  above  difference  of  3  cents,  giv- 
ing a  rate  of  212  cents.  From  what  has  been  said,  it 
is  apparent  that  it  is  on  the  interchange  movement  be- 
tween standard  tariff  territories  that  the  effect  of  this 
is  felt. 

9.  British  Columbia  Lakes  Standard  tariff. — The 
British  Columbia  Lakes  Standard  tariff  applies  lo- 
cally between  ports  of  call  on  the  Arrow,  Slocan, 
Kootenay,  Trout  and  Okanagan  Lakes  and  the 
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Columbia  River.  It  does  not  apply  where  rail 
haul  intervenes.  The  tariff  covers  150  miles.  Up  to 
100  miles  the  groups  advance  in  five-mile  steps,  be- 
yond that  there  are  ten-mile  steps.  This  was  amended 
in  September,  1916,  by  the  dropping  of  Trout  Lake 
on  account  of  the  elimination  of  ports-of-call  on  that 
lake. 

The  standard  rates  are  exclusive  of  marine  insur- 
ance. Bulk  freight  will  not  be  accepted  for  ship- 
ment to  or  from  points  where  a  boat  haul  is  involved. 
Heavy  and  bulky  articles  moving  under  the  standard 
tariffs  in  Western  Canada  will  be  accepted  under 
special  contract  only. 

10.  Where  maximum  rates  of  Pacific  Standard 
apply. — The  maximum  rates  of  the  Pacific  Standard 
are  chargeable  between:    (a)    any  two  rail  stations, 
both  of  which  are  west  of  the  western  termini  inclu- 
sive of  the  Prairie  Standard  tariff;  (b)   any  station 
so  situated,  and  any  advertised  port-of-call  on  the 
Arrow,    Slocan,    Kootenay,    Trout    and    Okanagaii 
Lakes,  and  the  Columbia  River;  (c)   any  station  or 
port  of  call  so  situated,  and  any  point  east  of  the 
western  termini  of  the  Prairie  Standard  tariff  to  and 
including  Port  Arthur. 

11.  When  combination  rates  apply. — The  tariffs 
apply  both  on  local  and  interchange  traffic.     In  the 
handling  of  freight  under  the  standard  tariffs  between 
points  east  and  west  of  Canmore  or  Crow's  Xest,  if 
it  is  found  that  a  combination  of  rates  to  or  from 
Canmore  or  Crow's  Nest,  and  stations  east  thereof, 
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under  the  Prairie  Standard,  and  rates  to  or  from  these 
points  under  the  Pacific  Standard,  makes  a  lower 
thru-rate  than  would  result  from  the  application  of 
the  thru-rate  under  the  Pacific  Standard,  then,  such 
combination  is  authorized  to  apply. 

12.  When  standard   mileage   tariffs  apply. — The 
standard  mileage  tariffs  referred  to  above  apply  in 
the  absence  of  special  tariffs  quoting  lower  rates. 
They  also  apply  on  interchange  business,  the  rule  be- 
ing that  in  a  movement  from  a  higher  tariff  division  to 
a  lower,  or  vice  versa,  the  higher  rate  applies. 

13.  Why    rate   scales   differ.-*- Reference    to    the 
figures  given  in  connection  with  the  standard  tariffs 
will  show  that  the  rate  scales  are  different  in  different 
sections.     As  has  been  pointed  out,  the  classification 
west  of  the  Lakes  is  built  up  on  fourth  class  instead 
of  fifth,  as  in  the  east.     The  B.  C.  Lakes  Standard 
is  on  the  same  basis  as  the  Prairie  Standard  since  the 
former  is  a  matter  of  lake  operation  and  there  are  not 
the  special  conditions  of  cost  present  which  have  been 
taken  as  justifying  a  higher  basis  on  the  mountain 
territory  of  the  Pacific  Standard. 

14.  Standard  rates  are  maximum  rates. — They  ap- 
ply only  where  there  are  no  lower  special  tariffs.     It 
is  impossible  to  niake  any  general  statement  of  how 
much  lower  the  special  tariffs  are  than  the  standard 
tariffs  for  any  particular  section.     It  is  safe  to  say 
that  from  90  to  95  per  cent  of  the  traffic  moves  on 
rates  lower  than  standard. 

15.  Freight  rate  increases  from  1910  to  1918.— The 
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decision  of  the  Board  in  1916  in  the  Eastern  Rates 
Case  granted  increases  in  freight  rates  east  of  Port 
Arthur  which  may  be  taken  as  averaging  in  general 
five  per  cent. 

In  1917,  the  Canadian  railways  made  application 
in  the  so-called  Fifteen  Per  Cent  Case  for  an  in- 
crease in  freight  and  passenger  rates.  In  so  doing, 
they  urged  as  their  justification  the  large  increase  in 
operating  costs  which  had  taken  place.  In  Eastern 
territory  a  freight  rate  increase  of  15  per  cent  was 
allowed. 

In  Western  territory,  the  maximum  level  of  rates 
was  held  down  by  the  Crow's  Nest  Pass  agreement. 
Under  the  subsidy  arrangement  already  referred  to, 
in  return  for  which  the  Canadian  Pacific  built  the 
Crow's  Nest  Pass  line,  provision  was  made  whereby 
the  Company  undertook  to  make  specified  reductions 
on  specified  commodities  varying  from  10  per  cent 
to  331A  per  cent  from  the  rates  existing  at  the  time 
of  the  agreement.  In  addition,  flat  rate  decreases 
on  grain  and  flour,  both  to  the  head  of  the  Lakes  and 
East  thereof,  wrere  provided.  These  reductions  from 
the  rates  then  existing  established  statutory  maximum 
rates,  which,  in  view  of  their  embodiment  in  special 
legislation,  the  Board  had  no  power  to  interfere  with. 
Accordingly,  the  increases  in  the  West  which  were 
allowed  were  subject  to  the  provisions  of  .the  Agree- 
ment. The  result  is  that  the  increases  in  the  West 
averaged  about  10  per  cent.  This,  in  conjunction 
with  the  earlier  increase  in  the  Eastern  Rates  Case, 
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aided  in  lessening  the  spread  between  the  Eastern 
and  Western  rates. 

The  rates  on  specific  commodities,  e.  g.,  lumber, 
coal,  and  grain  were  dealt  with  on  a  flat  rate  basis. 

The  adoption  of  an  increased  scale  of  wages  for  rail- 
way employees  under  the  McAdoo  Award  led  to  the 
adoption  of  the  same  scale  for  Canadian  railway  em- 
ployees. At  the  same  time,  the  increasing  costs  of 
materials  attributable  to  war  conditions  were  con- 
stantly in  evidence. 

As  already  indicated,  the  Board  was  without  power 
to  override  the  maximum  rates  provided  by  Special 
Act  of  the  Dominion  Parliament.  At  the  same  time, 
it  was  represented  that  an  increase  of  approximately 
25  per  cent  in  existing  freight  rates  was  necessary  in 
order  to  meet  the  increased  costs.  Action  was  accord- 
ingly taken  by  the  Governor-in-Council  under  the 
provisions  of  the  War  Measures  Act,  the  wide  powers 
of  which  permitted  the  over-riding  of  the  provisions 
of  the  Special  Act. 

By  Order  P.  C.  1863,  dated  July  27th,  1918,  there 
was  adopted  in  Canada,  subject  to  some  modifica- 
tions as  to  specific  commodities,  the  scale  of  increased 
rates  which  the  McAdoo  order  had  made  operative 
in  the  United  States. 

Where  in  contiguous  United  States  territory  there 
had  not  been  an  antecedent  increase  similar  to  that 
granted  under  the  Fifteen  Per  Cent  Case,  then  this 
increase  was  eliminated  from  the  Canadian  rate  basis ; 
that  is  to  say,  in  Western  Canada,  there  having  been 
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no  such  increase  in  contiguous  United  States  terri- 
tory, the  average  10  per  cent  increase  under  the  Fif- 
teen Per  Cent  Case  was  eliminated  and  the  increase 
was  applied  on  the  antecedent  rate  basis.  The  result 
is  that  in  the  East  there  is  the  full  effect  of  the  15 
and  the  25  per  cent  increases,  while  in  the  West 
the  latter  alone  applied.  This  further  tended  to  les- 
sen the  spread  between  the  East  and  the  West.  Un- 
der these  conditions,  the  average  increase  over  all 
sections  was  approximately  20  per  cent. 

Provision  was  made  that  these  rate  increases  might, 
on  necessary  filing  with  the  Board,  become  operative 
on  August  12th,  1918,  and  were  to  "remain  in  force 
for  the  duration  of  the  present  war  and  until  further 
ordered."  Provision  was  made  for  a  monthly  report 
by  the  Board  to  the  Governor-in-Council  on  the  ef- 
fect of  the  increased  rates. 

A  comparative  summary  of  standard  rates  for 
100-mile  distances  (a)  prior  to  the  Fifteen  Per  Cent 
Case,  (b)  under  the  Fifteen  Per  Cent  Case,  (c) 
under  the  Twenty-five  Per  Cent  Case,  is  as  follows: 

(i) 
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3 

4 

5 

6 

7 

8 

9 

10 

(a) 

36 

32 

27 

23 

18 

16 

13 

14 

13 

11 

(b) 

41% 

37 

31 

26% 

30% 

18i/< 

,  15 

16 

15 

12% 

52 

46% 

39 

33  ~ 

25% 

23 

19 

20 

19 

15% 

(2) 

Sudbury 

and  West, 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

(a) 

48 

40 

32 

24 

19 

17 

13 

12 

13 

11 

(b) 

55 

46 

37 

27% 

22 

19  y. 

i  I5 

14 

15 

12% 

(c) 

69 

57% 

46% 

34% 

27% 

24i/i 

\  19 

17Vj 

,  19 

15% 

(3) 

Prairie 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

(a) 

46 

38 

31 

23 

21 

18 

14 

15 

17 

12 
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(b)  53      43y2  35i/2  26y2  24      2oi/2  ig       I7y2  i9y3  14 

(c)  57i/2  47i/2  39       29       26i/2  22i/2  17y2  19  "  21i/3  15 


B.  C.  Lakes,  123456789        10 


(a) 

46 

38 

31 

23 

21 

18 

14 

15 

17 

12 

(b) 

53 

43  y 

,  35i/j 

!    261/2 

24 

20y 

-.  16 

171/3 

19i/2 

14 

57% 

,  47  y; 

\  39 

29 

26  y. 

,  22y. 

,  I7y 

z  I9 

211/2 

1.5 

(5) 

Pacific 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

(a) 

60 

50 

49 

30 

26 

21 

16 

18 

21 

14 

(b) 

66 

55 

44 

33 

28y 

..  23 

ny 

2  20 

23 

15^ 

(c)  75       62i/2  50      37i/2  32i/2  26y2  20      22y,  26y2  17y2 

16.  Special  and  competitive  tariffs. — Special  and 
competitive  freight  tariffs  do  not  require  the  approval 
of  the  Board  before  becoming  operative.  They  come 
into  force  upon  filing  the  tariffs  with  the  Board,  in 
compliance  with  the  regulations  of  the  Railway  Act. 
A  special  tariff  reducing  existing  rates,  in  addition  to 
being  filed  with  the  Board,  requires  that  for  three 
days  before  the  effective  date  of  the  tariff  it  shall  be 
on  file  in  every  station  or  office  of  the  company  where 
freight  is  received,  or  to  which  freight  is  carried  under 
the  tariff  in  question,  and  that  there  shall  be  public 
notice  at  such  place  as  to  where  the  tariff  may  be 
seen.  In  the  case  of  increases  of  rates  there  is  a 
similar  provision  except  that  thirty  days'  public 
notice  is  required.  Competitive  tariffs  are  not  under 
any  obligation  as  to  public  notice,  this  matter  being 
left  to  the  discretion  of  the  Board  to  fix  such  regu- 
lations as  it  may  deem  necessary. 

To  meet  temporary  emergency  conditions,  special 
rate  notices  may,  without  publication,  be  issued  quot- 
ing reduced  rates  on  specific  shipments  between  points 

XIV  0—13 
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on  the  railway  which  are  not  competitive.  It  is  pro- 
vided that  the  railway  may  issue  these  rate  notices  at 
its  discretion,  to  help  create  trade  or  to  develop  the 
business  of  the  company,  if  it  be  in  the  public  in- 
terest and  not  otherwise  contrary  to  the  provisions 
of  law.  The  special  rate  notice  has  to  be  filed 
with  the  Board,  and  is  operative  only  for  a  specific 
shipment.  It  must  also  specify  the  reason  for  issu- 
ance and  the  rate  which  would  otherwise  have  been 
effective. 

In  practice,  the  railways  have  been  permitted, 
under  this  provision  to  provide  for  the  prompt  ship- 
ment of  any  freight  which  may  unexpectedly  offer 
and  for  which  no  suitable  tariffs  have  been  prepared, 
there  being  the  condition  that  the  filing  and  publica- 
tion of  the  tariffs  shall  be  immediately  proceeded 
with.  Such  special  notices  may  also  cover  the  dis- 
position of  a  shipment  which  has  been  forwarded  to  a 
wrong  destination,  or  which  may  have  been  refused 
by  the  consignee.  Small  sample  shipments,  for 
example,  of  ore,  may  be  carried  under  such  notice 
for  testing  purposes,  actual  weight  at  carload  rate 
applying. 

Formerly  such  a  notice  might  cover  the  removal  of 
live  stock  by  rail  from  exhausted  grazing  grounds  to 
new  pastures  on  the  ranches  of  the  Northwest  for  sub- 
sequent reshipment  to  the  markets.  With  the  change 
in  agricultural  conditions  the  need  for  this  has  passed. 
The  railways  are  also  permitted  under  such  an  ar- 
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rangement  to  carry  fuel  for  their  employes  at  reduced 
rates. 

17.  Transcontinental  rates. — When  the  Canadian 
Pacific  entered  the  field  of  thru  traffic  at  the  Pacific 
coast  it  adopted  in  a  general  way  the  system  as  to 
terminal  points  which  it  found  in  use  on  the  American 
railways  to  the  south.     These  had  been  affected  by 
various  rate  adjustments  in  which  the  competition  by 
way  of  the  Isthmus  of  Panama  and  Cape  Horn  had 
played  an  important  part.     The  movement  by  way  of 
Cape  Horn  is,  so  far  as  the  movement  from  the  east- 
ern to  the  western  coast  of  North  America  is  con- 
cerned, of  diminishing  importance.     Since   1900,  a 
few  chartered  sailing  vessels  have  each  year  carried 
cargoes  around  the  Horn.     The  Panama  Railway 
has   been   overshadowed   in   public   interest   by  the 
Panama  Canal.     But  the  railway  has  been  an  im- 
portant factor.     Before  it  became  the  property  of 
the  United  States  Government,  the  United  States 
railways  had  been  able  to  make  it  simply  a  differential 
rate  route.     The  route  by  way  of  the  railway  across 
the  Isthmus  of  Tehuantepec  is  of  importance,  and 
will  become  more  so  in  the  future.     At  present,  the 
internal  conditions  of  Mexico  makes  its  value  negli- 
gible. 

18.  Transcontinental  tariff  now  filed  by  Canadian 
Freight  Association—Formerly  the  transcontinental 
tariff,  covering  the  movement  from  Eastern  Canada  to 
British  Columbia  coast-points,  was  filed  by  an  Ameri- 
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can  agent  acting  for  both  the  Canadian  and  the 
United  States  roads  concerned.  Since  September, 
1916,  the  tariff  is  filed  on  behalf  of  the  Canadian 
Freight  Association,  by  the  Chairman  of  that  As- 
sociation. 

19.  How  rates  are  quoted. — The  rates  quoted  in 
the  tariff  are  from  specified  rate  points  in  eastern 
Canada,  which  rate  points  give  the  rates  for  the  re- 
spective groups  to  seventy  British  Columbia  Pacific 
coast  points,  or  terminal  points;  to  seventeen  points 
which  take  rates  made  up  by  adding  arbitraries  of 
5  cents  per  100  Ibs.  C.  L.  and  10  cents  L.  C.  L.  to 
the  rates  to  Pacific  coast  points,  and  to  one  point 
which  has  arbitraries  of  7^/2  anc^  15  cents. 

20.  Water  competition  governs  rates  to  terminal 
points. — Rates  to  the  terminal  points  are  made  on  the 
basis  of  water  competition.     In  April,  1915,  Nan- 
aimo,  on  Vancouver  Island,  was  taken  out  of  the  ter- 
minal point  list,  its  rates  thereafter  being  built  up  by 
the  addition  of  the  arbitraries  above  indicated.     Vic- 
toria and  Esquimalt  remained  as  terminal  points.     In 
justifying  the  difference  in  treatment  the  railway 
said  that  the  rates  from  Eastern  Canada  to  the  ter- 
minal points  were  made  to  meet  water  competition; 
that  the  competition  at  Nanaimo  differed  from  that  at 
Victoria  and  Vancouver ;  there  were  no  direct  sailings 
from  Panama  to  Xanaimo. 

21.  Basing  point  changed  on  transcontinental  class 
rates. — Formerly  the   rates  charged   from  Eastern 
Canada  on  transcontinental  freight  were  based  upon 
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the  rates  charged  by  American  railways  on  transcon- 
tinental traffic  originating  at  Chicago.  While  the 
traffic  originating  in  the  eastern  States  is  subject  to 
keen  water  competition,  the  water  competition  in 
Eastern  Canada  is  much  less  active.  The  class  traffic 
originating  at  Chicago  is  also  less  influenced  by  water 
competition.  The  similarity  in  respect  of  lessened 
water  competition  was  considered  by  the  railways  as 
a  justification  for  Chicago's  being  taken  as  a  basing 
point.  To  the  class  rates  from  Chicago  were  added 
certain  arbitraries,  or  rates  not  proportioned  to  dis- 
tance, to  cover  the  haul  east  thereof  from  points  in 
Eastern  Canada.  For  example,  these  arbitraries 
were  classed  as  follows  in  cents  per  hundred  pounds, 
in  the  case  of  the  movement  from  Montreal  or 
Toronto : 

Class     1  2          3          4          5  6          7          8         9         10 

20         18         15         13         10  8  8  8         ..         8 

The  class  rates  to  British  Columbia  are  no  longer 
arrived  at  in  this  way.  The  rate  from  the  Toronto- 
Montreal  group  is  the  basing  rate,  and  other  points 
east  exceed  this  rate  by  certain  arbitraries.  The 
Canadian  Pacific  established  the  rate  from  this  group 
at  $3.62,  first  class,  an  increase  of  2  cents  per  100 
pounds  over  the  hitherto  existing  transcontinental 
rate.  The  other  classes,  however,  are  scaled  on  the 
Canadian  Classification  with  resulting  lower  rates 
than  under  the  Western  Classification  which  applies 
from  Chicago.  The  result  is  that  while  from  the 
Toronto-Montreal  group  the  first-class  is  increased  2 
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cents,  the  other  classes  are  reduced  in  cents  per  100 
pounds  as  follows : 

Class     2          3          4  5  6  7  8  9  10 

Hi        28        26        27         40        37         20  5 

v 

22.  Group  system  used  for  quoting. — A  grouping 
system  is  used  in  quoting  the  rates;  and  in  the  above 
rearrangement  the  groups  east  of  Montreal  have  been 
made  smaller.  In  this  way,  the  arbitraries  over  the 
Toronto-Montreal  group  have  been  increased.  But 
aside  from  the  first-class  rate,  there  has  been  a  general 
reduction  in  the  class  rates. 

The  rates  from  the  various  groups  to  Vancouver 
are; 

Group  123456789        10 

Montreal      V  470i  383*  *°°*  239i  204i  186*  143  127  *"  12T 

St.  Constant  478*  390$  307$  245*  208$  191  147$  131$  ...  130$ 

St.  Hyacinthe  ....  481$  393$  309  246$  209$  192  149  133  ...  131$ 

Stanbridge  484  394$  310  248  211$  193$  149  133  ...  133 

Sherbrooke  487  399  313  250$  213  194$  150  134  ...  133 

Quebec  489$  400$  315$  252  214  196$  151$  135$  ...  134 

Riviere  du  Loup..  495$  406  320$  254$  216$  199  154$  138$  ...  137 

Mont  Joli 501  409$  324  259  219$  201$  157  139$  ...  139$ 

St.  John  ..........  503$  413  325$  260$  221  203$  158  14l"  ...  141 

Halifax  506  415$  328  261$  222  204$  160  142  ...  142 

Mulgrave  511$  419$  332$  266  225$  207  162$  144  ...  144 

Sydney  517  424$  336$  268$  228  208$  164  146$  ...  146$ 

The  ninth  class,  as  it  covers  live  stock,  is  not  given. 

The  following  comparison  indicates  for  one  group 
the  difference  in  rate  as  between  (a)  the  rates  prior 
to  the  rate  increases  of  1916-18,  and  (b)  the  rates  as 
they  now  stand: 
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Group  123456789        10 

Toronto      "} 
Montreal     j 

(a)  .362  397  232  184  158  145  111   98  ...   98 

(b)  4703  383i  300$  239$  204$  186$  143  127  ...  127 

23.  Class  rates  negligible. — While  class  rates  are 
thus  quoted,  they  are  in  the  main  negligible,  since  com- 
modity rates  are  quoted  on  some  3,300  items,  which 
cover  in  their  inclusive  sweep  not  only  flour,  furniture, 
iron  and  steel  and  their  manufactures,  tobacco,  canned 
vegetables,  but  also  hobby  horses,  cotton  nightgowns, 
ping  pong  sets,  egg  trays,  wax  tapers  and  yeast. 

24.  Differential  lake-and-rail  routes. — During  the 
season  of  lake  navigation,  there  is  a  differential  lake- 
and-rail  route;  the  rates  include  marine  insurance. 
Formerly  the  lake-and-rail  rates,  say,  from  the  Mont- 
real-Toronto group  to  Vancouver  were  published  on 
a  basis  of  10  cents  first  class,  5  cents  tenth  class  lower 
than  all-rail  rates.     The  present  rates  between  these 
points  are  as  follows: 

123456789        10 

All  rail   470$  383$  300$  239$  204$  186$  143     127     ...     127 

Lake  and  rail 445$  363$  286$  229$  198$  181$  138     122     ...      122 

Difference      ....       25      20      14       10        6        5        5        5     ...         5 

These  rates  apply  not  only  to  the  coast  but  are  also 
a  maximum  to  intermediate  points;  the  intermediate 
rates  are  scaled  down.  The  lake-and-rail  class  rates 
from  the  initial  group  to  Vancouver,  and  to  inter- 
mediate points  as  well,  are  made  by  adding,  in  each 
case,  to  the  lake-and-rail  rate  from  the  initial  group 
to  Port  Arthur,  the  rail  rate  from  Port  Arthur  to  the 
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point  beyond.  The  rate  is  thus  a  combination  which 
gives  the  advantage  of  the  water  competition  to 
points  beyond. 

The  local  lake-and-rail  rate  from  Toronto  to  Port 
Arthur  is  on  a  lower  basis  than  from  Montreal.  The 
all-rail  rates  from  Montreal  and  Toronto  are  on  the 
same  basis.  The  following  tables  set  out  the  rates: 

From  Montreal  123456789  10 

All-rail  159i  1:28  105  76*  63  53  53  52  ...  5-2 

Lake-and-rail  . . .  100$  87$  76$  65  50$  50$  34$  34$  ...  34$ 

From  Toronto  1  =23  4  5  67  8  ~  9  10 

All-rail  159$  128  105  76$  63  53  53  52  ...  52 

Lake-and-rail  ...  86$  76$  65  54$  43  40  30  30  ...  30 

The  rates  on  the  thru  movement  via  lake-and- 
rail  from  Eastern  to  Western  Canada  beyond  Port 
Arthur  are  the  same  from  both  Montreal  and  Toronto. 

2.3.  Commodity  traffic  east-bound,  important. — In 
the  movement  east-bound  from  British  Columbia  to 
Eastern  Canada,  class  rates  are  built  on  the  same  gen- 
eral system  as  on  the  west-bound  movement.  Here, 
again,  the  commodity  movement  is  the  important  one. 
Aside  from  Oriental  traffic,  about  80  per  cent  of  the 
transcontinental  traffic  east-bound  is  concerned  with 
lumber,  shingles,  canned  goods,  canned  salmon  and 
pickled  fish.  Practically  all  the  movement  is  on  com- 
modity tariffs. 

REVIEW 

What  is  a   standard  tariff? 

What  new  scales  were  adopted  as  a  result  of  the  WTestern 
Rate  Case  decision? 

What   regulations   govern   standard   and  competitive  tariffs? 

How  are  transcontinental  rates  fixed?  What  change  in  the 
basing  point  was  made? 

Discuss   differential   lake-and-rail   routes. 


CHAPTER  XI 

TOWN  TARIFFS,  EXPORT  AND  IMPORT  RATES 

1.  Distributive  rates. — In  the  early  days  in  Ontario 
the  Grand  Trunk,  competing  with  the  Great  Western 
and  its  connecting  boat  lines,  put  in  competitive  rates 
to  common  (that  is,  competitive)  points.  In  the 
handling  of  merchandise,  the  establishment  of  jobbing 
or  distributing  points  naturally  develops.  The  rail- 
ways have  shown  recognition  in  their  rates  of  such 
points.  While  a  question  may  be  raised  as  to  what 
extent  it  is  justifiable  to  grant  a  distinction  in  rate 
between  a  place  which  has  so  established  a  distributing 
business  and  one  which  has  not,  the  railways  have  in 
granting  such  rates  recognized  that  they  have  not  only 
the  carload  business  in,  but  also  the  distributive  busi- 
ness out,  normally  in  less-than-carloads. 

Distributive  tariffs  are  of  such  a  nature  that  the 
railways  are  constantly  faced  with  demands  for  re- 
adjustments. A  new  jobbing  center  may  develop. 
It  naturally  desires,  when  distributive  rates  are  in 
effect,  that  it  should  have  such  rates.  But  distributive 
rates  and  the  recognition  of  distributive  areas  tribu- 
tary to  certain  centers  are  like  a  pair  of  scales.  Any- 
thing that  affects  one  scale  affects  the  level  of  the 
other ;  thus  one  change  may  lead  to  the  demand  for  an- 
other. 

181 
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The  tariffs  given  to  distributing  points  are  known 
as  "town  tariffs."  The  various  points  so  treated  may 
be  either  distributing  or  manufacturing  centers.  In 
effect,  they  may  be  regarded  as  rate-basing  points. 
The  town  tariffs  in  Ontario  and  east  to  Montreal 
were  readjusted  by  the  order  of  the  Board  in  the  In- 
ternational Rate  Case  which  was  decided  in  1907. 

2.  International  Rate  Case. — It  had  long  been  a 
source  of  complaint  that  the  rates  eastward  to  Mont- 
real exceeded  those  westward  from  Montreal.  Ap- 
plication was  made  by  the  Toronto  Board  of  Trade 
that  this  discrepancy  be  removed.  It  developed  that 
in  order  to  deal  properly  with  the  matter  it  was  neces- 
sary to  have  a  general  rearrangement  of  the  class  rates 
between  all  points.  Coupled  with  this  complaint  was 
a  further  complaint  as  to  international  rates  on  the 
ground  that  the  rates  from  Detroit  were  lower  than 
the  rates  from  Windsor,  just  east  across  the  river.  It 
was  recognized  that  the  reduction  of  the  rate  from 
Windsor  would  necessitate  the  scaling  down  of  rates 
to  intermediate  points.  So  the  question  of  the  com- 
plaint advanced  by  the  Toronto  Board  of  Trade  as  to 
Montreal  rates  westbound  versus  Toronto  rates  east- 
bound  became  interrelated  with  the  complaint  of  the 
Canadian  Manufacturers'  Association  as  to  interna- 
tional rates. 

The  traffic  from  the  Detroit  River  was  affected  by 
both  the  Official  and  the  Canadian  Classification.  It 
was  impossible  to  harmonize  these,  as  they  are  built 
up  in  a  different  manner.  The  existing  first-class 
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rate  was  taken  from  Detroit  and  the  rates  from  Cana- 
dian points  eastward  were  scaled  down  accordingly. 
It  was  then  directed  that  the  rates  from  Canadian 
points  on  the  Detroit  and  St.  Clair  River  frontier  to 
all  points  east  to  the  Atlantic  and  north  to  the  Ottawa 
River  should  in  no  case  exceed  the  rates  from  Detroit 
and  Port  Huron. 

Direction  was  given  that  the  town  tariffs,  then  in 
existence,  be  reduced  so  as  to  place  them  all  on  the 
same  mileage  scale.  The  scale  directed  to  be  adopted 
covered  up  to  560  miles  and  is  commonly  known  as 
Schedule  A.  It  may  be  summarized  as  follows: 

(1)  Up  to       5  miles,  8  cents  per  100  Ibs.  1st  class. 

(2)  6  to    20  miles,  2  cents  increase  for  each    5-mile  step 
(8)     21  to     80  miles,  2  cents  increase  for  each  10-mile  step 

(4)  81  to  110  miles,  2  cents  increase  for  each  15-mile  step 

(5)  111  to  200  miles,  2  cents  increase  for  each  20-mile  step 

(6)  201  to  440  miles,  2  cents  increase  for  each  30-mile  step 

(7)  441  to  560  miles,  2  cents  increase  for  each  40-mile  step 

It  was  found  necessary  in  making  this  rearrange- 
ment to  re-group  the  existing  rate  points.  The  mile- 
age provided  for  in  the  scale  covered  as  far  as  Mont- 
real. Beyond  Montreal  to  Quebec  the  thru  rates 
from  the  territory  between  Windsor  and  Toronto  and 
from  the  northern  portion  of  the  westerly  peninsula 
of  Ontario  were  to  be  built  up  by  the  addition  of 
arbitraries. 

The  readjustment  thus  brought  about  represented 
roughly  a  reduction  of  25  per  cent  from  the  standard 
rates  up  to  500  miles.  The  effect  of  the  reduction 
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went  further.  It  was  not  limited  to  the  town  tariff 
points  alone.  From  and  to  intermediate  points  the 
town  tariff  applies  until  the  standard  tariff  becomes 
lower. 

3.  Rate  readjustment  and  group  rearrangement. — 
Under  the  Eastern  Rates  Judgment  of  the  Board  in 
1916,  a  readjustment  of  these  rates  was  authorized. 
It  was  found  justifiable  to  increase  rates  2  cents  per 
100  pounds  on  first  class,  the  ^remaining  classes  to  be 
scaled  in  accordance  with  the  relation  between  the 
standard  class  rates.     There  was  the  further  proviso 
that  no  rates  of  any  railway  system  which  are  already 
equal  to  those  thus  permitted  were  to  be  increased, 
and  that  if  they  were  already  higher  they  were  to  be 
reduced  accordingly.     A  rearrangement  of  groups 
was  also  made  as  follows: 

Group  81 —  95  miles  changed  to  81 — 100  miles 
Group  96 — 110  miles  changed  to  101 — 120  miles 
Group  111 — 140  miles  changed  to  121 — 140  miles 

The  effect  of  this  change  was  to  deny  an  increase  for 
distances  96-100  and  111-120  miles  of  the  scale. 

4.  Town  tariffs  in  the  East. — East  of  Montreal  in 
the  Province  of  Quebec  and  in  Xew  Brunswick  and 
Nove  Scotia  town  tariffs  also  exist.     These  cannot 
be  expressed  in  terms  of  any  general  percentage  of 
the  standard  tariff. 

In  the  westward  movement  from  eastern  Canada  to 
the  Northwest  there  is  not  only  the  all-rail  movement, 
but  also  the  lake-and-rail  movement,  which  is  on  a 
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low  basis  to  meet  the  lake  competition.  Goods  may 
be  carried  all-rail  or  by  lake-and-rail,  or  between  cer- 
tain points  by  all-water.  For  example,  prior  to  the 
rate  increases  of  1916  to  1918,  the  all-rail  rate  fifth 
class  from  London  to  Sault  Ste.  Marie  was  35  cents. 
By  lake-and-rail,  it  was  25  cents.  In  the  movement 
by  water  of  independent  water  carriers,  Sault  Ste. 
Marie  and  Fort  William  were  blanketed  on  bar  iron 
and  other  iron  and  steel  commodities  with  the  rate  of 
I7y%  cents.  The  railways  met  this  competition  by 
quoting  a  lake-and-rail  commodity-rate  of  191/2  cents 
to  the  same  points. 

While  on  the  lake-and-rail  movement  thru  rates  are 
worked  out  by  the  railways  and  their  connecting  water 
carriers,  the  independent  boat  lines — for  example,  the 
Inland  Lines,  the  Canadian  Lake  Line,  and  the  Mer- 
chants' Mutual — do  not  ntake  joint  rates  with  the 
railways.  They  base  on  the  same  rates  from  Fort- 
William  or  Port  Arthur  as  the  lake-and-rail  lines  do 
on  traffic  beyond.  While,  of  course,  from  December 
to  the  end  of  April  the  lake  route  is  closed,  it  is  con- 
tended by  the  railways  that  its  competitive  effect  is 
pervasive  thruout  the  year.  For  goods  can  be  and 
are  shipped  forward  during  the  navigation  season  to 
the  head  of  the  Lakes,  where  they  are  warehoused  and 
shipped  out  from  time  to  time  during  the  winter. 

5.  Some  objections  overcome. — When  distributing 
business  developed  in  Winnipeg,  Eastern  Canada 
complained  of  competition.  Take  a  point,  say,  100 
miles  west  of  Winnipeg,  and  the  situation  arose  that 
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the  thru  rate  on  a  carload  of  groceries  from  Hamilton 
to  this  point  would  be  less  than  the  combination  of  the 
rate  from  Hamilton  to  Winnipeg,  and  the  local  out. 
As  an  outcome  of  much  discussion  and  agitation, 
Winnipeg  was  given  the  "traders'  tariff"  arrange- 
ment. Under  this  tariff,  merchandise,  when  shipped 
into  Winnipeg  from  an  eastern  point  and  warehoused, 
paid  the  balance  of  the  thru  rate  from  Winnipeg  on 
being  shipped  out.  That  is  to  say,  to  a  point  100 
miles  beyond  it  would  get  the  same  rate  treatment  as 
if  the  shipment  had  moved  direct  from,  say,  Hamilton 
to  a  point  100  miles  beyond.  There  had,  however,  to 
be  paid  in  connection  with  the  stopover  the  cartage 
and  handling  charges.  These  averaged  8  cents  per 
100  pounds  on  the  first  four  classes  and  6  cents  on  the 
fifth  class.  Under  this  arrangement  95  per  cent  of 
the  freight  west-bound  from  Winnipeg  moved  on  this 
tariff.  Subsequently,  Brandon,  Regina  and  Calgary 
were  given  the  same  arrangement.  In  1907,  this 
tariff  arrangement  was  found  by  the  Board  to  be  dis- 
criminatory, since  it  was  limited  to  certain  places, 
consignors  and  consignees. 

6.  Town  tariff  system  related  to  rate  reductions.— 
The  town  tariff  or  distributing  tariff  system  as  it 
developed  in  the  West  is  related  to  various  reductions 
in  rates  which  took  place  from  time  to  time. 

By  the  Crow's  Nest  Pass  agreement  of  1898,  re- 
ductions were  made  by  the  Canadian  Pacific  in  con- 
sideration of  a  subsidy.  On  the  thirteen  classes  of 
merchandise  mentioned  in  the  legislation,  reductions 
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of  10  per  cent  were  made  on  eleven  classes,  20  per  cent 
on  coal  oil  and  33%  per  cent  on  green  and  fresh  fruits. 
The  Act  also  called  for  a  reduction  of  3  cents  per  100 
Ibs.  on  grain  and  flour  rates.  As  a  result,  the  grain 
rate  was  reduced  in  September,  1899,  to  14  cents  on 
the  haul  from  Winnipeg  to  Fort  William.  The 
agreement  between  the  Manitoba  government  and  the 
Canadian  Northern  has  already  been  referred  to.  As 
a  result  of  the  agreement,  the  14-cent  rate  on  grain 
from  Winnipeg  to  Port  Arthur  and  Fort  William 
became  10  cents,  and  reductions  approximating  15  per 
cent  of  the  tariff  rates  on  all  other  freight  were  made. 
The  Canadian  Northern  having  made  this  reduction, 
it  was  met  in  Manitoba  by  the  Canadian  Pacific,  the 
rates  in  general  thus  becoming  85  per  cent  of  those 
hitherto  existing.  The  Canadian  Pacific,  of  its  own 
volition,  made  a  reduction  of  7^/2  Per  cen^  in  the  rates 
in  Saskatchewan  and  Alberta.  Scaling,  as  they  do, 
15  per  cent  off  the  standard  so  reduced,  town  tariffs 
in  Manitoba  were  reduced  to  70  per  cent  of  the  stand- 
ard and  in  Saskatchewan  and  Alberta  to  77l/%  per 
cent.  Under  the  15  per  cent  case  the  grain  and  grain 
products  rate  to  the  head  of  the  Lakes  had  been 
increased  by  2  cents.  Under  the  25  per  cent  order 
there  was  allowed  an  increase  similar  to  that  allowed 
in  the  McAdoo  order  with  a  maximum  increase  of  6 
cents  over  the  rate  existing  prior  to  the  15  per  cent 
increase. 

7.  Western  Rates  Case  causes  tariff  rearrange- 
ment.— By  the  judgment  in  the  Western  Rate  Case, 
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the  following  rearrangements  of  the  town  tariffs  were  * 
directed : 

(1)  From  recognized  distributing  points  in  Prairie  ter- 
ritory west  of  Fort  William  to  points  within  the  same  terri- 
tory west  of  Fort  William,  the  first-class  rates  shall  not  be 
more  than  85  per  cent  of  the  first-class  rates  in  the  Prairie 
Standard  tariff. 

(2)  From    recognized    mainland   distributing   centers   in 
British   Columbia,   other   than   Vancouver  and   New   West- 
minster,  to    mainland   points    in   Pacific   territory,    all-rail 
or  part  rail  and  part  inland  waters,  also  from  the  said  dis- 
tributing centers   to   points    in   Prairie   territory   and   vice 
versa,  the  first  class  rates  shall  not  be  greater  than  the  first- 
class  rates  in  the  Pacific  Standard  rate  less  15  per  cent  of 
the  Prairie  Standard. 

Thus,  in  the  Prairie  Provinces,  the  town  tariffs 
are  uniformly  15  per  cent  below  the  Standard  rates. 
In  the  case  of  British  Columbia,  the  percentages  of 
reductions  vary. 

Subject  to  the  effect  of  the  Crow's  Nest  Pass  agree- 
ment the  15  per  cent  increase  applied  to  the  town  tariff 
rates.  The  25  per  cent  increase  also  applied. 

8.  Town  tariff  points. — The  following  list  sets  out 
practically  all  the  town  tariff  points  in  Canada : 

NOVA  SCOTIA  AND  NEW  BRUNSWICK 
Halifax,  N.  S.  Woodstock,  N.  B. 

St.  John,  N.  B.  Fredericton,  N.  B. 

West  St.  John,  N.  B.  Campbellton,  N.  B. 

St.  Stephen,  N.  B.  Edmundston,  N.  B. 

QUEBEC 
Montreal  and  its  grouped          St.  Hyacinthe. 

terminals.  St.  Rosalie  Junction. 
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Lachine. 
Dominion. 
St.  Johns. 
Iberville. 

Aurora. 

Barrie. 

Belleville. 

Berlin. 

Bowmanville. 

Collingwood. 

Cornwall. 

Depot  Harbour. 

Deseronto. 

Doon. 

Dundas. 

Elora. 

Fergus. 

Gait. 

Gananoque. 

Gu el  ph. 

Hamilton. 

Hespeler. 

Ingersoll. 

Kingston. 

Lindsay. 

London. 

Mcaford. 

Merritton. 

Midland. 

Napanee. 

Newmarket. 

Niagara  Falls. 

North  Bay. 

Orillia. 

Oshawa. 

Ottawa. 

Owen  Sound. 

XIV  C— 14 


Sherbrooke. 
Lennoxville. 
Quebec. 


ONTARIO 


Brantford. 

Bridgeburg. 

Brockville. 

Chatham. 

Cobourg. 

Peterboro. 

Petrolia. 

Port  Dalhousie. 

Port  Hope. 

Prescott. 

Preston. 

St.  Catharines. 

St.  Marys. 

St.  Thomas. 

Sarnia. 

Stratford. 

Sudbury. 

Sault  S*te.  Marie. 

Thorold. 

Toronto. 

Trenton. 

Walkerton. 

Waterloo. 

Welland. 

Welland  Junction. 

Whitby. 

Wiarton. 

Windsor. 

Wingham. 

Woodstock. 

Port  Arthur. 

Fort  William. 

Westford. 
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Parry  Sound.  Kenora. 

Paris.  Keewatin. 

MANITOBA 

Winnipeg.  Brandon. 

St.  Boniface.  Portage  la  Prairie. 

SASKATCHEWAN 

Regina.  Battleford. 

Moose  Jaw.  North  Battleford. 

Yorkton.  Prince  Albert. 
Saskatoon. 

ALBERTA 

Calgary.  Strathcona. 

Weyburn.  Edmonton. 

Camrose.  Medicine  Hat. 
Lethbridge. 

BRITISH  COLUMBIA 

Fernie.  Revelstoke. 

Cranbrook.  Westminster. 

Nelson.  Vancouver. 

Rossland.  Victoria. 

9.  Export  and  import  rates  in  Canada. — On  the 
export  trade  in  Canada's  staples,  there  comes  into 
operation  the  competition  of  markets.  What  Can- 
ada's  grain  can  pay  depends  upon  the  conditions  in 
the  world  market,  and  the  rate  must  be  adjusted 
with  reference  to  these  conditions.  Further,  the  rail 
portion  of  the  export  rate  is  concerned  only  with  a 
portion  of  the  total  haul,  while  in  the  case  of  the  local 
movement  it  has  no  movement  beyond.  It  has  been 
ruled  by  various  regulative  bodies  that  a  division  of  a 
thru  rate  is  not  a  necessary  measure  of  the  reason- 
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ableness  of  a  local  rate.     Similar  reasoning  is  applied 
to  export  rates. 

In  the  export  movement,  commodity  rates  are 
quoted  on  many  staple  articles.  For  example,  there 
are  export  commodity-rates  to  St.  Johns  on  cattle, 
sheep  and  hogs,  grain  (all-rail),  grain  (lake-and-rail), 
apples,  pears,  lard  and  cured  meats.  From  Montreal, 
there  are  export  commodity-rates  on  the  same  articles 
and,  in  addition,  on  pine  and  larch  lumber. 

The  Board  has  recognized  that  there  is,  within 
reason,  a  justification  for  a  lower  basis  on  export  than 
on  domestic  business.  It  directed,  in  1910,  the  rein- 
statement at  Montreal  of  export  rates  on  lumber, 
lower  than  the  domestic  rates.  By  an  order  of  1911, 
it  directed  an  extension  of  the  territory  from  which 
these  reduced  export  rates  on  lumber  should  apply. 
While  the  export  rates  via  Montreal  have  varied,  they 
have  generally  been  held  down  by  the  New  York  rates 
as  a  maximum.  It  was  recognized,  in  1905,  that  the 
existing  practice  of  computing  export  rates  from  On- 
tario points  on  the  basis  of  percentages  of  the  existing 
export  rates  from  Chicago  to  New  York  was  not  un- 
reasonable, and  a  direction  was  given  as  to  the  group- 
ings and  percentages  that  should  apply  in  the  case  of 
all  export  traffic. 

10.  Export  traffic  on  Chicago-New  York  base  — 
The  following  groups  are  arranged  in  percentages  of 
the  New  York  rate : 
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(1)  Toronto,  east  to  Kingston  and  Sharbot  Lake,  70  per 

cent. 

(2)  North  and  west  of  Group  1  to  St.  Thomas  and  Port 

Stanley,  73  per  cent. 

(3)  North  and  west  of  Group  2  to  the  St.  Clair  and  Detroit 

Rivers,  78  per  cent. 

(4)  North  and  west  of  Group  3  to  Teeswater  and  Wing- 

ham,  82  per  cent. 

(5)  North  of  Group  4  to  Wiarton,  Owen  Sound.  Kincar- 

dine, etc.,  85  per  cent. 

(6)  North  of  Elmsdale  to  and  including  North   Bay,  90 

per  cent. 

It  was  provided  that  this  arrangement  was  to  cover 
all  export  traffic  including  grain  and  grain  products: 
and  the  revised  grouping  was  to  continue  as  long  as 
the  lines  operating  in  Ontario  found  it  expedient  and 
convenient  to  continue  the  existing  arrangement  of 
computing  export  rates  in  percentages  of  the  Chicago- 
New  York  rate. 

11.  Import  rate  anomalies. — While  import  traffic 
on  a  low  import  rate  basis  does  not  elicit  disapproval 
at  a  terminal  point,  say,  Vancouver,  anomalies  in 
connection  with  it  are  complained  of  at  interior  points. 
That  is  to  say,  if  a  merchant  at  Calgary  finds  that  the 
rate  from  Great  Britain  is  lower  than  the  rate  from 
Montreal,  he  considers  that  he  is  being  discriminated 
against.  In  a  particular  case  the  rate  on  bar  iron 
from  Europe  to  Calgary  via  Vancouver  was  $1.26. 
At  the  same  time  the  lake-and-rail  rate  (all-rail  being 
higher),  from  Toronto  or  Montreal  to  Calgary  was 
$1.31.  The  anomaly  is  due  to  the  fact  that  the  ocean 
rate  to  Vancouver  was  35^  per  100  Ibs.  while  the 
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rail  rate  from  Vancouver  to  Calgary  was  91  cents. 
If,  then,  the  railway  met  the  rate  combination  on  Van- 
couver where  water  competition  existed,  an  anomaly 
would  be  created. 

Such  an  anomaly  may  exist  in  the  case  of  an  interior 
point  like  Kamloops.  Heavy  crockery  packed  in 
straw,  in  basket  crates,  obtains  a  low  ocean  rate  be- 
cause, since  it  packs  solidly,  it  is  really  paying  ballast. 
If  the  railway  makes  a  compelled  rate  to  Vancouver 
on  this  commodity  then  the  rate  to  Kamloops  will  be 
the  rate  to  the  Pacific  terminal,  plus  the  local  rate 
back  to  Kamloops.  To  Kamloops,  there  being  no 
water  competition  at  that  point,  the  rate  would 
roughly  be  proportionate  to  distance.  But  if  the 
rate  to  the  coast,  plus  the  local  back,  is  less  than  the 
straight  rate  to  Kamloops,  the  combination  on  Van- 
couver will  naturally  act  as  a  maximum  holding  down 
the  Kamloops  rate.  With  greater  efficiency  of  water 
competition  at  Vancouver,  the  effect  of  the  compelled 
rate  at  the  terminal  will  affect  the  rate  situation 
still  further  east  of  Vancouver. 

On  a  shipment  of  tea  from  Montreal  to  Vancouver 
complaint  was  made  that,  while  in  carloads  the  all-rail 
rate  was  $1.40  and  lake-and-rail  $1.33,  there  was  a 
thru  import  rate  of  98  cents  from  British  ports  to 
Vancouver. 

The  position  taken  by  the  Canadian  Pacific,  in 
explanation  of  this,  was  that  the  rate  all-water  from 
London  to  Vancouver  by  the  China-Mutual — the 
Blue  Funnel  Line — was  73  cents,  while  by  way  of 
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the  Tehuantepec  Railway  it  was  76  cents.  Therefore, 
in  quoting  an  import  rate  of  98  cents  the  railway  con- 
tended that  taking  into  full  consideration  such  advan- 
tages as  it  had  over  the  all-water  route  in  point  of 
dispatch,  it  could  not  charge  more  than  it  did  and 
get  any  share  of  the  import  business. 

12.  Influences  on  import  rates. — A  merchant  in 
London,  Ontario,  may  complain  that  the  rail  rate  he 
pays  on  goods  from  Montreal  is  higher  than  the  rail 
rate  for  the  same  distance  when  the  goods  move  on 
an  import  rate.  The  import  rates  are  governed  by 
the  Official  Classification  and  the  local  rates  by  the 
Canadian  Classification.  Consequently,  on  account 
of  differences  in  the  ratings,  comparisons  can  only 
be  made  in  the  higher  classes.  The  excess  of  the 
local  over  the  import  rates  on  the  first  six  classes  is  as 
follows : 

1  2  3456 

51/0         4M>         9Vi»         15         11         12 

The  railways  contend  that  the  import  rate  is  de- 
pendent upon  the  conditions  of  traffic  by  way  of  the 
various  North  American  ports.  The  adoption  of  the 
Official  Classification  is  an  evidence  of  this.  The 
rates  thru,  say,  New  York,  are  affected  by  the  amount 
of  tonnage  offering  in  Europe  for  New  York  and 
the  greater  density  of  traffic  in  the  eastern  states. 
New  York,  it  is  urged,  is  more  favorably  situated 
from  the  standpoint  of  attracting  ocean  tonnage  than 
is  Montreal.  The  rate  fixed  by  way  of  New  York 


TARIFFS  AND  RATES  195 

will  then,  it  is  contended,  fix  the  maximum  which  the 
shipment  entering  by  Montreal  cannot  exceed.  On 
shipments  to  Ontario  points,  the  access  afforded  by 
United  States  lines  spreads  into  Canada  the  effect 
of  the  United  States  import  rates. 

The  import  rate  being  thus  fixed,  the  railways 
further  contend  that,  if  on  account  of  the  lesser 
amount  of  ocean  tonnage  moving  to  Montreal,  the 
ocean  rate  to  that  point  is  higher  than  to  New  York, 
then  the  Canadian  railway  participating  in  the  im- 
port traffic  must  either  shrink  its  proportion  of  the 
inland  rate  or  forego  the  business  entirely.  In 
other  words,  it  is  contended  that  it  is  not  thru  any 
desire  to  discriminate  against  the  Canadian  domestic 
movement  that  the  lower  import  rate  basis  is  given, 
but  because  it  will  not  stand  any  higher  rate. 

REVIEW 

What  do  you  understand  by  distributive  rates?  What  is  an- 
other term  for  such  rates? 

What  factors  complicated  the  rate  situation  from  Montreal? 

What  do  you  understand  by  a  standard  tariff? 

What  situation  in  Canada  corresponds  to  the  long-and-short 
haul  difficulty  in  the  United  States?  How  was  this  situation 
settled? 

What  has  been  the  effect  of  special  export  and  import  rates 
in  the  United  States  on  Canadian  rates? 


CHAPTER  XII 

INTERCHANGING  TRAFFIC  AND  OTHER  SERVICES 

1.  Transit  arrangements. — In  the  tariffs  are  to  be 
found  arrangements  which  permit  the  raw  material 
to  be  worked  up  in  whole  or  in  part  before  the  rail- 
journey  is  completed.  The  Board  has  recognized  in 
the  case  of  sugar  beets  and  of  pulp  wood,  for  example, 
that  the  railway  may  take  into  consideration  in  fixing 
the  rate  basis  inwards  on  crude  material,  that  it  carries 
out  the  finished  outcome  of  this  raw  material.  It 
may,  therefore,  adjust  its  rates  on  the  basis  of  a  con- 
tinuous service  instead  of  the  basis  of  two  distinct 
services. 

The  milling-in-transit  privilege  is  probably  the 
best  known  of  these  manufacturing-in-transit  ar- 
rangements. With  the  expansion  of  the  railway  sys- 
tem of  the  United  States  in  the  early  seventies,  there 
came  readjustments  in  flour  milling.  For  example, 
a  new  milling  industry  began  to  develop  in  Wisconsin 
and  Minnesota.  Hitherto,  the  important  flour  mills 
had  been  located  in  the  East  and  in  the  Middle  West. 
With  changes  in  agricultural  conditions,  the  estab- 
lished mills  had  to  look  farther  West  for  wheat.  The 
new  western  mills  were  in  a  position  to  obtain  their 
grain  locally,  in  the  first  instance,  by  wagon  haul. 
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The  railways  competing  for  their  business  gave  low 
rates  eastbound  on  the  milled  product.  The  rates 
were  further  held  down  by  the  proximity  of  these 
mills  to  the  Lakes. 

At  the  same  time  the  established  mills  farther  East 
wrere  apparently  faced  by  a  cost  which,  as  compared 
with  the  costs  of  the  western  mills,  would  be  pro- 
hibitive. For  it  appeared  as  if  the  eastern  mills 
would  have  to  stand  the  rate  of  the  relatively  long 
haul  on  their  wheat  in  and  the  full  rate  on  the  flour 
out.  To  meet  this  condition,  the  railways  developed 
the  milling-in-transit  arrangement  whereby  the  ship- 
ment of  the  wheat  in  and  of  the  product  out  were 
treated  as  a  continuous  movement  on  one  rate  in- 
stead of  two  local  movements  on  two  local  rates. 

This  transit  arrangement,  which  is  mutually  advan- 
tageous, since  it  enables  the  miller  to  draw  upon 
wider  areas  for  his  supplies  and  insures  the  railway 
the  outward  movement,  is  now  widespread.  It  is 
taken  advantage  of  in  western  Canada  and  extensive 
use  is  made  of  it  in  eastern  Canada.  In  the  case  of 
grain,  flaxseed  and  grain  products  originating  in  the 
Northwest,  destined  to  Fort  William,  Port  Arthur 
and  Westfort,  and  shipped  to  millers  on  the  direct 
line  of  transit,  will  be  charged  the  current  local  grain 
rate  in. 

To  take  advantage  of  the  transit  arrangement,  the 
milled  product  has  to  be  shipped  out  in  six  months. 
If  so  shipped,  it  goes  out  on  the  balance  of  the  thru 
grain  mileage-rate  from  the  point  of  origin  to  final 
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destination,  plus  one  cent  per  100  pounds  for  terminal 
services  at  the  milling  point. 

A  similar  arrangement  is  made  when  the  grain  is 
shipped  to  elevators  for  cleaning  or  storage.  In  the 
adjustment  of  the  rate,  there  is  refunded  to  the  ship- 
per the  difference  between  the  local  rate  in  and  the 
thru  proportional  rate  for  the  inbound  haul. 

It  is  not  permissible  to  reship  outwards  one  kind  of 
grain  or  its  product  against  an  inward  billing  for  an- 
other kind  of  grain.  That  is  to  say,  wheat  or  its 
product  may  not  be  reshipped  against  inward  billing 
for  oats,  or  vice  versa. 

Under  grain  products  are  included  barley,  clean- 
ings, breakfast  foods  or  cereals  (uncooked),  bran, 
buckwheat,  buckwheat  flour,  chopped  feed,  cornflour, 
cornmeal,  flour  (made  from  grain  only) ,  grits,  groats, 
linseed  meal,  malt,  middlings,  millfeed,  oathulls,  oat- 
meal, oilcake,  oilmeal,  peas  (whole  or  split),  rolled 
oats,  rolled  wheat,  rye  flour  and  meal,  sweepings  and 
screenings,  shorts  and  wheatmeal.  Malting  is  covered 
by  the  transit  arrangement  on  the  same  general  con- 
ditions subject  to  the  further  condition  that  the  bal- 
ance of  the  thru  rate  will  apply  on  the  product  out- 
ward only  to  the  amount  of  80  per  cent  of  the  weight 
of  the  barley  covered  by  the  inwards  billing. 

2.  Stop-over  arrangements. — A  stop-over  is  al- 
lowed on  rough  lumber  for  dressing,  re-sawing  or 
sorting  and  reshipment.  Here,  while  a  similar  rate 
arrangement  is  permitted,  the  stop-over  is  limited  to 
thirty  days.  When  re-sawing  or  dressing  is  per- 
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formed,  the  outwards  weight  must  not  exceed  the  fol- 
lowing percentages  of  the  weights  shipped  into  stop- 
off  point :  95  per  cent  when  re-sawn  in  the  rough ;  90 
per  cent  when  dressed  only ;  85  per  cent  when  re-sawn 
and  dressed. 

3.  Tariffs    recognize    principle    of    consignments 
stopped  in  transit. — In  the  tariffs  will  be  found  var- 
ious recognitions  of  the  principle  of  treating  the  con- 
signment as  a  thru  movement,  altho  it  is  stopped  in 
transit  for  one  purpose  or  another,  there  being  some 
charge  for  such  stop.     The  more  important  exam- 
ples may  be  mentioned.     Apples  may  be  shipped  to 
storage  and  inspection  points  for  subsequent  reship- 
ment.     Beans  may  be  held  for  cleaning  and  reship- 
ment.     Coal  and  coke  may  be  reshipped  in  the  same 
car  if  there  is  no  breaking  of  bulk.     Provision  may 
be  made  for- completion  of  carloads  of  hogs,  or  for 
feeding  in  transit. 

4.  Changing  destination  in  transit. — While  the  con- 
tract for  carriage  is  in  reality  concerned  with  the 
movement  between  the  points  set  out  in  the  bill  of 
lading,  the  railways  arrange  for  changing  destina- 
tion.    This  is  of  advantage  because  when  the  commod- 
ity goes  forward  it  may  not  be  known  what  is  the 
best  market  for  it ;  or  when  it  is  in  transit,  information 
as  to  a  better  market  than  that  to  which  it  was  orig- 
inally consigned  may  be  obtained.     On  payment  of 
$3  per  car  for  each  change  of  destination  in  transit, 
the  railway  will,  on  request,  attempt  to  change  the 
destination.     In  addition,  the  difference  between  the 
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rate  as  paid  and  the  rate  to  the  ultimate  destination 
has  to  be  paid. 

In  the  event  of  a  car  being  hauled  out  of  the  direct 
line  from  the  shipping  point  to  its  ultimate  destina- 
tion, a  charge  of  one  cent  per  ton  per  mile,  with  a 
minimum  of  twenty  miles,  will  be  made  for  extra  haul. 
But  in  no  case  must  the  total  charges  exceed  the  local 
rate  to  and  from  the  point  at  which  the  change  of 
destination  is  made,  plus  the  charge  for  change  of 
destination.  The  extra  services  and  responsibilities 
which  this  change  in  transit  places  on  railways  are: 
the  sending  of  a  telegram  to  the  agent  at  the  point 
where  the  change  is  to  be  made ;  the  agent  at  that  point 
must  be  on  the  lookout  for  the  car,  and  this  may 
require  his  going  to  the  van  of  each  freight  train  that 
passes  in  order  to  examine  the  conductor's  record; 
when  the  car  is  found  it  must  be  rebilled  and  the  way- 
bill must  be  checked;  the  amount  of  charges  must 
be  verified  and  the  auditor  of  the  department  in- 
formed ;  the  car  must  be  cut  out  of  the  train  and  put 
to  one  side,  thus  necessitating  switching,  etc. ;  the  car 
must  be  picked  out  and  put  on  the  new  train ;  the  rail- 
way company  must  assume  the  legal  responsibility  of 
deciding  whether  or  not  the  party  who  asked  that  the 
destination  of  the  car  be  changed  owns  the  merchan- 
dise and  has  the  right  to  deal  with  it. 

5.  Concentration  rates. — A  concentration  or  assem- 
bling arrangement  is  of  advantage  to  shippers.  A 
part  carload  of  horses,  cattle,  hogs  or  sheep  charged 


INTERCHANGING  TRAFFIC 

at  carload  rate  and  weight  from  original  point  of  ship- 
ment to  final  destination  may  be  stopped  in  transit, 
on  the  direct  run,  for  completion  of  load  at  an  addi- 
tional charge  of  $3  per  car  for  each  stop.  In  the  case 
of  poultry,  the  charge  is  $5.  In  both  of  these  cases, 
if  there  is  an  out-of-line  haul,  there  is,  in  addition  to 
the  stop-off  charge  already  mentioned,  a  charge  of 
one  cent  per  ton  per  mile,  with  a  minimum  of  $3. 

Butter,  cheese  and  eggs  when  shipped  in  less-than- 
carload  quantities  ( in  the  case  of  cheese,  2,000  pounds 
or  over)  to  cold  storage  points,  for  cold  storage, 
branding  or  inspection  and  reshipment,  have  a  special 
rate  basis  in.  Such  commodities  when  exported  are 
given  the  advantage  of  the  export  rate  from  the  origi- 
nal shipping  point  to  the  port  of  export,  plus  2  cents 
per  100  pounds  for  stop-over. 

6.  Special  rate  reductions. — At  times,  the  railways 
carry  pedigreed  stock  at  half  rates.  This  is  regarded 
by  the  railways  as  a  matter  of  concession,  not  of  right. 
The  smaller  roads  when  asked  for  such  an  arrange- 
ment, reply  that  their  traffic  will  not  warrant  the 
reduction. 

Seed  grain  is  carried  at  reduced  rates.  This  con- 
cession is  not,  however,  a  continuous  one.  It  is  pub- 
lished from  season  to  season,  as  crop  conditions  seem 
to  demand  it. 

With  a  view  to  facilitating  settlement,  the  railways 
in  the  Northwest  carry  settlers'  effects,  in  carloads  at 
reduced  mileage  rates.  The  Canadian  Pacific  re- 
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stricts  this  concession  to  settlement  on  its  own  lines. 
The  Canadian  Northern  does  not  so  limit  the  con- 
cession. 

7.  Cartage  service. — Beginning  about  1855,  the 
Canadian  railways  performed  cartage  service.  Until 
1892,  there  was  no  charge  by  the  railways  for  the 
service.  In  1893,  because  of  the  increase  of  the  cost 
of  cartage,  the  railways  added  to  their  rates  1*4  cents 
per  hundred  pounds  in  the  case  of  the  first  four  classes 
of  the  classification,  and  to  the  fifth  class  1  cent.  In 
1903,  the  charges  were  equalized  by  making  the  addi- 
tional amount  so  collected  1^  cents  per  hundred 
pounds  for  the  five  classes.  In  1908,  %  cent  per  hun- 
dred pounds  was  added.  This  made  the  charge  to 
the  public  2  cents  per  hundred  pounds,  with  a  min- 
imum of  15  cents  on  smalls. 

At  the  same  time,  the  railways  were  paying  the 
cartage  companies  that  performed  the  service  in  Mont- 
real, for  example,  2^  cents  per  one  hundred  pounds. 
In  1912,  application  was  made  to  the  Board  to  permit 
the  charge  to  the  public  as  set  out  in  the  tariffs  to  be 
raised  to  3  cents  per  hundred  pounds,  with  a  minimum 
of  20  cents  on  smalls.  Evidence  was  submitted  by 
the  cartage  companies  as  to  the  great  increases  in  their 
cost  of  operation.  Permission  was  given  to  the  rail- 
ways to  collect  2^/2  cents  per  hundred  pounds  from  the 
public,  the  smalls  charge  remained  unchanged. 

The  cartage  service  has  been  performed  in  Eastern 
Canada  by  the  Dominion  Transport  Company  and  the 
Shedden  Company,  the  railways  having  made  con- 
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tracts  with  these  companies.  It  was,  of  course,  open 
to  the  individual  shipper  to  perform  the  cartage  serv- 
ice to  and  from  the  railway  sheds.  In  practice,  how- 
ever, it  was  found  that  in  the  bulk  of  the  business,  it 
was  more  expeditious,  as  well  as  more  economical,  to 
have  it  performed  by  the  cartage  companies.  The 
latter  have  made  and  accepted  deliveries  of  out- 
bound and  inbound  package  freight  at  different  shed 
doors,  thus  aiding  the  railway  in  the  matter  of  dis- 
tribution of  freight  within  the  sheds,  and  conse- 
quent increase  of  expedition  in  handling.  Bills  of 
lading  are  signed  by  the  teamsters  of  the  cartage  com- 
panies. 

The  railways  contended  that  the  increased  cartage 
charge  which  was  allowed  in  1912  did  not  sufficiently 
reimburse  them  for  the  payments  they  had  to  make  to 
the  cartage  companies.  Upon  the  reissuance  of  the 
class  tariffs  to  western  points  brought  about  by  the 
Board's  decision  in  the  Regina  Rates  Case,  the  rates 
in  Western  Canada  were  published  exclusive  of  cart- 
age, i.e.,  shippers  and  consignees  were  obliged  to 
furnish  their  own  cartage.  At  the  same  time,  an  ar- 
rangement was  made  by  the  railways  whereby,  in 
respect  to  the  service  performed  by  designated  cartage 
companies,  they  undertook  to  bill  forward  for  collec- 
tion from  the  consignee,  the  cost  of  cartage  on  out- 
bound business.  The  railways  in  adopting  the  dis- 
criminatory practice  of  limiting  this  concession  to  des- 
ignated transfer  companies  at  the  various  points, 
stated  that  it  would  be  impossible  to  let  all  the  iso- 
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lated  movements  by  private  conveyance  participate  in 
it,  because  of  the  additional  bookkeeping  expense 
it  would  entail.  The  consignees  objected  to  the  rail- 
way's billing  forward  the  cartage  charge.  They  said 
that  if  it  is  an  expense  properly  attachable  to  the  sale 
of  the  goods  let  it  be  covered  by  the  invoice.  While 
it  was  a  convenience,  it  was  not  in  the  terms  of  the 
Railway  Act  a  railway  service. 

8.  Cartage  charge  not  under  Board's  jurisdiction. 
-The  subject  of  a  cartage  charge  is  not  a  matter 
which  is  subject  to  the  jurisdiction  of  the  Board.  The 
question  as  to  whether  the  consignees  should  or  should 
not  pay  cartage  is  entirely  a  matter  of  contract  be- 
tween the  consignors  and  consignees.  In  each  case, 
the  question  as  to  whether  the  cartage  charges  should 
be  paid  by  the  consignor  or  consignee  depends  on  the 
terms  of  the  contract. 

The  railways  proposed  to  cancel  all  cartage  tar- 
iffs effective  October  1,  1913,  as  they  desired  to 
discontinue  contracts  which  they  had  made  with  the 
Cartage  Companies.  The  railways  urged  that  while 
they  had,  in  the  past,  been  absorbing  part  of  the 
charge,  the  service  was  not  a  railway  service,  but  one 
which  had  been  given  to  relieve  the  general  situation 
and  for  the  convenience  of  the  public. 

Negotiations  took  place  which  led  to  the  service 
being  continued  on  new  rates  and  at  the  expense  of 
the  shippers.  The  Board  held  that  the  work  of  cart- 
age was  not  a  railway  service  or  facility  within  the 
meaning  of  the  Railway  Act ;  and  that  while  the  cart- 
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age  rates  are  quoted  in  the  tariffs  filed  with  the  Board, 
the  Board  has  no  jurisdiction  over  the  Cartage  Com- 
panies performing  the  service ;  and  that  the  rates  upon 
which  they  perform  the  service  for  the  railways  are 
dependent  entirely  upon  contracts  over  the  terms  of 
which  the  Board  has  no  control.  The  situation  was 
that  while  the  railway  might,  of  its  own  volition, 
enter  into  an  arrangement  with  cartage  companies 
for  the  performance  of  the  service  on  certain  terms, 
the  Board  had  no  power  under  the  Railway  Act  to 
order  it  to  make  arrangements  as  to  these  cartage 
services  with  bodies  over  which  it  had  no  control  what- 
ever. 

REVIEW 

What  is  a  milling-in-transit  rate?  Why  is  it  mutually  advan- 
tageous to  miller  and  railway? 

Discuss   concentration   rates. 

What  other  special  rate  reductions  do  the  railways  make? 

What  position  do  the  railways  take  on  the  question  of  a  cart- 
er's charge  ? 
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CHAPTER  XIII 

PASSENGER  TRAFFIC 

1.  Water  and  port  competition  in  passenger  traffic. 
— Passenger  rates  are  not  affected  by  competition  of 
markets  and  only  to  a  slight  extent  by  competition  of 
ports.  While  the  development  of  facilities  for  for- 
eign travel  by  way  of  a  particular  port  may  attract 
passenger  traffic  by  rail  from  one  route  to  another, 
this  depends  upon  the  preference  of  the  passenger, 
not  on  mere  cheapness  of  route.  While  to  the  ton  of 
freight  the  cheapness  of  the  rate  is  the  thing,  in  the 
case  of  the  passenger  there  enter  in  conditions  of  per- 
sonal comfort,  scenic  attractions  of  the  route,  and  the 
like,  which  maj^  more  than  outweigh  a  lower  rate  af- 
forded by  a  shorter  mileage  to  a  particular  port. 

Water  competition  and  its  concomitants  which,  in 
certain  phases,  connect  themselves  with  competition  of 
ports,  are  also  much  less  important  here.  The  com- 
petition of  the  Great  Lakes  attracts  tourist  traffic. 
But  the  business  man  who  has  to  meet  some  business 
engagement  seeks  the  most  expeditious  rail  route. 
Low-grade  bulky  freight  is  attracted  by  water  because 
the  rate  is  more  important  than  the  time  of  transit. 
Within  limits,  the  time  of  transit  is  more  important 
to  the  business  man  than  is  the  rate. 
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In  freight  business,  ocean  competition  connects  it- 
self with  port  competition  when  a  particular  port  may, 
by  attracting  a  larger  volume  of  tramp  tonnage,  af- 
ford a  cheap,  slow  and  perhaps  roundabout  route  for 
freight.  But  here,  again,  on  the  ocean  movement, 
time  and  directness  of  route  are  more  important  to  the 
passenger. 

2.  Distance   important   factor. — Distance    affects 
passenger  rates   much   more   directly   than   it   does 
freight  business.     Reference  has  been  made  to  the 
extent  to  which  circuitous  routes  may  enter  into  the 
transportation  of  freight.     But  in  the  movement  of 
passenger  business  between  New  York  and  New  Or- 
leans where  the  most  roundabout  route  is  53  per  cent 
longer  than  the  most  direct,  normally  passenger  travel 
beween  these  two  points  will  seek,  if  not  the  shortest, 
at  least  the  shorter  routes.     For  if  the  longest  route 
is  taken,  there  will  be  such  an  addition  of  time  to 
the  journey  that  unless  the  rate  is  very  much  reduced 
the  additional  expenses  of  travel,  meals,  sleeper  ac- 
commodation, etc.,  will  more  than  take  up  the  rate 
advantage,  if  any.     Again,  in  the  movement  from  the 
eastern  states  to  San  Francisco  by  a  broken  rail  and 
water  route  by  way  of  Vancouver  as  compared  with  a 
direct  all-rail  route,  while  the  former  may,  on  ac- 
count of  the  magnificent  scenery  of  the  Canadian 
Rockies,  attract  the  tourist,  it  is  the  latter  which  at- 
tracts the  business  man. 

3.  Time  element. — In  passenger  travel,  the  time 
element  is  much  more  important  than  the  rate  ele- 
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ment.  But  this  must  be  modified  by  the  fact  that  if 
the  time  taken  in  transit  is  not  too  great,  a  slower 
and  more  circuitous  route  may  within  rather  narrow 
limits  compete  with  a  more  direct  route. 

This  is  recognized  in  the  transportation  field  be- 
tween Chicago  and  New  York.  The  high-speed 
trains  are  excess-fare  trains.  Between  Detroit  and 
Buffalo,  the  Michigan  Central  has  its  high-speed  ex- 
cess-fare train,  the  "Detroiter."  The  Grand  Trunk, 
because  of  its  longer  line  between  Chicago  and  New 
York,  has  a  differential  rate  of  $16  first  class,  as  com- 
pared with  the  $18  rate  of  the  Michigan  Central  and 
other  standard  lines.  The  excess-fare  trains  are  run 
on  the  principle  of  a  premium  for  higher  speed,  the 
premium  being  repaid  if  thfc  time  is  not  made.  The 
foregoing  deals  with  conditions  prior  to  the  McAdoo 
administration.  Under  the  order  of  the  Director 
General  these  differential  rates  were  abolished  and 
the  passenger  rates  between  Chicago  and  New  York 
were  made  uniform. 

The  excess-fare  train,  on  account  of  the  limited 
number  of  cars  it  can  haul  and  the  superior  luxury 
it  affords  its  passengers,  is  more  costly  than  the  lower 
speed  train.  Possibly  a  railway  may  feel  that  it  can 
in  a  way  regard  this  difference  as  being  properly 
chargeable  to  the  advertising  which  such  a  service 
gives  the  railway.  But  the  additional  costs  are  not 
limited  to  the  train  movement  alone.  The  high  speed 
means  greater  expenditures  on  track  and  equipment 
than  would  be  necessary  with  more  moderate  speed. 
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To  the  extent  that  it  does  not  meet  its  proper  share  of 
this  expense  the  slower  methods  of  travel  must  pay 
more  than  their  proper  share.  The  superior  facility 
of  the  excess-fare  train  should  be  compensated  for 
by  an  excess  fare  commensurate  with  the  increased 
cost,  not  merely  by  a  nominal  penalty. 

4.  Expensive  stations. — In  the  development  of 
passenger  business,  more  expensive  passenger  sta- 
tions are  called  for  in  the  larger  cities.  The  expense 
of  these  may  be  measured  in  millions  of  dollars.  But 
when  measured  in  terms  of  passenger  traffic,  the 
terminal  expense  per  unit  is  relatively  small.  The 
expense  of  the  passenger  terminal  may  be  considered 
as  roughly  proportional  to  the  business  in  and  out 
of  the  point  it  serves.  It  is  not  necessarily  increased 
in  expense  by  the  matter  of  a  thru  movement.  In 
freight  business,  the  constantly  expanding  terminals, 
while  in  part  attributable  to  local  conditions,  are  also 
attributable  to  general  increase  in  the  business  of  the 
country. 

The  congestion  of  freight  facilities,  which  Mont- 
real at  times  faces,  is  not  due  simply  to  the  business 
local  to  Montreal;  the  export  business  is  also  an  im- 
portant factor.  Passenger  business,  for  example,  at 
Winnipeg,  while  affected  by  the  movement  of  settlers 
thru,  is  roughly  proportioned  to  the  business  local  to 
Winnipeg.  In  older  sections  which  have  been  longer 
settled,  this  holds  in  greater  degree.  But  when  the 
Canadian  Pacific  acquired  land  at  $1,000  per  acre  for 
terminal  purposes,  at  Transcona,  this  was  due  to  the 
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general  expansion  of  the  freight  business  of  the 
Northwest.  Since  1904,  the  Canadian  Pacific  has  re- 
built and  remodeled  every  one  of  its  freight  terminals 
from  Fort  William  to  Vancouver.  The  freight  busi- 
ness requires  a  large  amount  of  service  in  terminals, 
all  of  which  takes  time,  space  and  expense.  The  pas- 
senger loads  and  unloads  himself.  In  purchasing 
his  ticket,  he  classifies  himself  in  point  of  service. 

While  the  terminal  expenses  tend  to  become  of  in- 
creasing importance  in  freight  business,  in  passenger 
business  it  is  the  cost  of  haulage,  the  line  costs,  which 
are  more  important. 

5.  Other  factors. — While  the  ton-mile  rate,  be- 
cause of  conditions  already  referred  to,  tends  to  de- 
crease as  the  distance  increases,  the  passenger  costs 
are  much  more  constant.  Consequently,  the  distance 
factor  is  much  more  important  in  passenger  business. 
Again,  disturbing  conditions  of  competition  such  as 
are  present  in  freight  business  are  much  less  in  evi- 
dence here. 

The  passenger  fare  for  a  journey  is  a  multiple  of 
rate  and  distance.  That  is  to  say,  the  principle  of 
equal  mileage  rates  without  a  tapering  of  the  rate  as 
the  distance  increases  may  be  more  readily  applied 
here.  The  actual  rate  applied  may  be  modified  by 
return  trip  rates,  commutation  rates,  excursion  trip 
rates,  etc.  So  it  does  not  happen  that  the  rate 
charged  is  an  exact  multiple  of  the  standard  rate.  It 
is  computed  that  in  Canada  not  more  than  twenty  per 
cent  of  the  passenger  travel  is  carried  on  one-way 
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first-class  tickets  based  on  the  standard  rate  per  mile. 

On  the  long-haul  business,  modifications  of  the  dis- 
tance basis  and  entrance  of  the  grouping  principle  in 
a  modified  form  may  be  found.  From  Montreal  to 
Vancouver,  the  first-class  limited  fare  of  the  Ca- 
nadian Pacific  is  $84.33,  while  from  Ottawa,  a  dis- 
tance shorter  by  115  miles,  the  rate  is  $78.40.  On 
round-trip  tourist  tickets  grouping  or  blanketing  may 
be  found  to  a  greater  extent.  Thus  the  nine  months' 
round-trip  tourist-rate  from  Ottawa  to  Vancouver  is 
$146.25.  This  rate  is  blanketed  as  far  as  Prescott, 
covering  such  points  as  Finch  and  Winchester. 

In  the  freight  business,  the  movement  is  a  one-way 
one.  That  is  to  say,  the  transportation  is  concerned 
only  with  the  movement  of  the  commodity  to  the  mar- 
ket. The  cars  must  be  taken  back  either  empty  or 
filled  with  some  other  commodity.  But  the  pas- 
senger business  is  better  balanced.  A  man  goes  from 
his  home  town  to  a  near-by  town  on  business;  in  a 
short  time,  he  returns.  In  the  absence  of  alternative 
routes,  the  passenger  business  which  goes,  returns. 
Of  course  this  is  subject  to  the  exception  which  arises 
in  the  case  of  incoming  settlers  in  the  Northwest. 
But  this  is  only  a  momentary  disturbance  of  the 
balance.  Once  their  economic  condition  improves, 
they  also  begin  journeys  away  from  home  with  their 
consequent  return.  While  there  cannot,  in  the 
nature  of  things,  be  a  perfect  balance  of  mileage  at  a 
given  time,  there  is  proportionately  less  empty  mile- 
age due  to  a  lack  of  return  business. 
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While  freight  business  may,  to  a  considerable  ex- 
tent, be  stimulated  by  reduced  rates,  this  does  not  hold 
true  to  the  same  extent  in  passenger  business.  The 
energetic  advertising  of  the  passenger  department 
does,  indeed,  stimulate  a  demand  for  tourist,  trans- 
continental, colonization,  round-the-world  traveling. 
But  the  extent  to  which  this  can  be  developed  de- 
pends upon  the  income  of  the  individual.  There  are 
not  only  the  incidental  expenses  of  train  travel,  but 
the  hotel  and  other  expenses  along  the  way  are  also 
large.  The  extent  to  which,  then,  there  is  a  response 
to  such  methods  of  stimulating  travel  depends  on  the 
opinion  of  the  individual  as  to  some  business  gain  to 
be  obtained,  or  upon  his  surplus  income.  Conces- 
sions in  rate  are  apt  to  have  the  most  noticeable  ef- 
fects in  connection  with  commutation  business  on  a 
relatively  short-haul  movement.  The  commutation 
rate  permits  the  business  man  to  live  some  distance 
out  of  the  city.  His  family  thus  becomes  dependent 
upon  train  travel.  The  excursion  rate  stimulates  hol- 
iday travel.  But,  here  again  the  matter  of  surplus 
income  is  a  determining  factor. 

6.  Passenger  business  in  practice. — Comparison 
between  freight  and  passenger  business  is  natural  be- 
cause they  are  the  two  main  sources  of  railway  in- 
come. While  they  are  not,  because  of  inherent  dif- 
ferences, exactly  comparable,  they  are  of  interest  when 
considered  jointly,  because  they  are  complementary. 
A  freight  traffic  man  may  look  askance  at  the  adver- 
tising expenses  of  the  passenger  department.  The 
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passenger  man  will  respond  that  while  it  may  be  diffi- 
cult to  point  out  the  exact  return  from  such  advertis- 
ing, it  not  only  creates  passenger  traffic  but  also  aids 
in  attracting  freight  business.  It  may  be  too  broad  a 
generalization,  altho  it  is  sometimes  stated,  that  the 
line  on  which  a  man  travels  is  the  line  he  will  route 
his  freight  over.  Whether  or  not  he  does  so  in 
practice  depends  on  the  matter  of  freight  facilities. 
But  if  a  man  is  favorably  impressed  by  the  passenger 
service  he  receives,  it  has  some  effect  on  his  shipping- 
instructions.  Mr.  W.  P.  Hinton,  General  Manager 
of  the  Grand  Trunk  Pacific,  who  has  had  a  diversified 
experience  both  in  freight  and  passenger  business,  put 
the  matter,  from  the  passenger  man's  standpoint, 
very  aptly  when  he  said : 

Under  the  Railway  Act  of  Canada,  transportation  com- 
panies are  permitted  to  give  special  fares  and  concessions  to 
land  settlers,  agricultural  exhibition  managers,  exhibition  and 
commercial  travelers.  The  ultimate  results  are  reaped  by 
•  the  freight  department,  owing  to  the  settlement  of  the  land, 
the  improvement  of  crops,  and  the  additional  sale  and  dis- 
tribution of  merchandise  and  supplies. 

7.  Passenger  and  freight  receipts  compared. — Ref- 
erence to  certain  phases  of  the  freight  business  which 
have  already  been  made  show  how  much  more  im- 
portant freight  business  is  in  terms  of  railway  receipts 
than  is  passenger  business.  In  the  newly  developed 
and  more  sparsely  settled  sections,  a  preponderance 
of  freight  business  is  always  found.  While  in  Eng- 
land every  $100  of  revenue  is  divided  between  pas- 
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senger  and  freight  business  in  the  ratio  of  $47  to  $53, 
in  Canada  the  ratio  is  $31  to  $69.  In  the  United 
States,  a  somewhat  similar  ratio  is  to  be  found,  altho 
in  the  more  densely  settled  eastern  states  the  ratio 
is  $44  to  $56.  Progressive  increase  in  density  of  pop- 
ulation, other  things  being  equal,  may  be  expected  to 
increase  passenger  business. 

While  the  receipts,  and  work  done  in  freight  busi- 
ness may  be  expressed  in  ton-mile  earnings,  the  pas- 
senger mile,  which  is  also  a  work-distance  unit,  is 
used  to  measure  passenger  earnings.  While  the  ton 
mile  is  made  up  of  two  exact  quantities,  passenger 
mileage  is  made  up  of  one  inexact  and  one  exact 
quantitative  index. 

In  Canada,  in  the  period  1907-1917,  the  number  of 
passengers  carried  increased  67  per  cent,  while  the 
receipts  increased  by  31  per  cent. 

The  earnings  per  unit  in  passenger  and  in  freight 
business  in  Canada  for  a  period  of  years  are  of 
interest : 

1912   1913   1914  1915   1916   1917 

*        t       i         <?        <t        i 

Average  receipts  per  passenger 

per  mile  1.943     1.9T3    2.007    2.021  1.954    1.946 

Average    receipts    per    ton    per 

inile     757      .758      .742      .751    .653      .690 

8.  Density  of  traffic. — In  freight  business,  an 
index  of  increasing  business  is  freight  density,  that  is, 
tons  hauled  one  mile  per  mile  of  line.  In  passenger 
business,  a  similarly  constructed  index,  viz.,  the 
number  of  passengers  carried  one  mile  per  mile  of 
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line,  iray  be  used.     For  the  period  1912  to  1917  the 
figures  for  Canada  are  as  follows: 

1912          1913          1914          1915          1916  1917 

Passenger    density    108,888     111,353    100,309      69,802      72,611       79,829 
Freight  density   ...731,776     716,820    716,339    496,355    753,202    807,964 

The  conditions  as  presented  by  these  figures  for 
1915  are  abnormal.  The  addition  in  that  year  of  15 
per  cent  to  the  mileage  of  the  previous  year  added 
new  mileage  which,  for  the  time  being,  was  unpro- 
ductive, and  in  addition  there  were  the  disturbed  con- 
ditions due  to  the  war.  Notwithstanding  the  increase 
of  mileage,  there  was  a  decrease  in  passengers 
handled.  Under  normal  conditions,  the  situation  has 
been,  in  a  general  way,  that  freight  density  has  been 
increasing  about  one-third  more  rapidly  than  mileage 
while  passenger  density  has  been  increasing  eight- 
tenths  as  rapidly. 

9.  Effect  of  economic  depression  on  passenger 
business. — In  passenger  business,  one  bad  year  by  its 
curtailment  of  income  affects  business  in  succeeding 
years.  While  only  500  miles  of  railway  were  con- 
structed in  1908,  the  freight  business  of  that  year 
showed  a  sharp  increase  over  1907.  It  is  true  that 
it  took  until  1910  to  get  back  to  the  normal  situa- 
tion. Similarly  in  1915  there  was  a  sharp  decrease 
in  the  average  journey  and  in  the  average  number  of 
persons  per  train  as  compared  with  1914.  But  in  the 
case  of  passenger  business,  the  curtailment  was  felt 
most  after  the  depression  year.  Passenger  business 
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is  more  readily  affected  by  financial  disturbances  than v 
is  freight.     Financial  depression  may,  thru  necessity 
of  the  producer,  stimulate  freight  traffic. 

Passenger  travel  in  Canada  tends  roughly  to  in- 
crease in  the  same  ratio  as  population.  It  is  more 
readily  affected  than  freight  by  economic  disturb- 
ances. Economic  depression  may,  thru  the  neces- 
sity of  the  producer,  stimulate  freight  traffic.  People 
do  not  have  to  travel;  they  have  to  be  clothed,  fed, 
housed  and  warmed.  The  creation  of  passenger 
travel  depends  on  human  volition.  The  creation  of 
freight  traffic  thru  the  production,  for  example,  of  the 
great  agricultural  staples  depends  on  weather  and 
climatic  conditions.  In  passenger  business,  one  bad 
year,  by  its  curtailment  of  income,  affects  business 
in  succeeding  years.  Measured  in  trips  per  capita, 
i.  e.,  frequency  of  travel,  passenger  business,  which 
fell  after  the  depression  in  the  year  1908,  took  until 
1912  to  recover.  In  the  same  period  there  was  a 
steady  increase  of  freight  traffic  per  capita.  On  the 
other  hand,  as  between  1914  and  1915,  the  decrease 
is  much  sharper  in  the  case  of  freight  traffic  than  in 
the  case  of  passenger  traffic.  The  war  brought  a  de- 
crease which  was  especially  marked  in  1915.  Since 
then  there  has  been  an  upward  trend  in  passenger 
movement. 

10.  Measurement  of  passenger  traffic. — A  measure 
of  passenger  business  is  obtained  by  computing  the 
frequency  of  travel  as  measured  in  trips  per  capita 
and  the  average  mileage  traveled  per  capita.  The 
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freight  traffic  may  be  measured  in  terms  of  tonnage 
per  capita.1 

Trips  .Miles  Tons  per 

Year                                     per  capita  per  capita  capita 

1907    4.9  313.6  9.9 

1908    5.1  311.1  9.4 

1909    4.8  297.6  9.7 

1910    :..         6.1  351.9  10.5 

1911  5.1  357.  11.0 

1912  5.5  390.5  12.1 

1913  6.2  440.2  14.1 

1914  6.0  396  14.3 

1915  5.8  333.2  10.9 

1916  6.0  330  13.4 

1917  6.3  365.7  14.6 

11.  Differences  in  freight  and  passenger  business. 
—A  striking  difference  exists  between  freight  and 
passenger  business,  both  in  respect  to  the  load  and  the 
haul. 

1912  1913  1914  1915  1916  1917 

Average   freight  haul  in   miles 218  216  217  202.  257  256 

Average  tons  per  train    325  342  353  344  411  436 

Average  passenger  haul  in  miles. ..       71  71  66  54  55  59 

Average  passengers  on  train 62  62  59  50  53  59 

While  railways  have  been  able  in  the  freight  busi- 
ness to  haul  more  cars  behind  an  engine  and  get  more 
into  the  cars,  the  conditions  are  different  in  passenger 
business.  For  1917,  the  freight  receipts  were  269 
per  cent  of  the  passenger  receipts,  and  the  freight 
train  mileage  was  only  142  per  cent  of  the  passenger 

i  The  statistics  of  the  department  of  Railways  and  Canals  furnish  the 
total  number  of  passengers  and  the  average  passenger  haul,  as  well  as 
the  total  freight  tonnage.  To  get  the  yearly  population,  it  is  assumed 
that  the  rate  of  increase  in  the  intercensal  period  1901-1911,  was  spread 
out  evenly  in  each  year,  and  that  this  rate  has  since  continued.  The 
limitations  of  this  method  are  recognized. 
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train  mileage.  The  earnings  per  freight  train  mile 
were  $3.49,  while  per  passenger  train  mile  they  were 
$1.52. 

12.  Capacity  of  cars. — The  economies  of  heavier 
loading  are  not  available  in  the  passenger  business. 
Altho  the  Great  Northern  once  attempted  in  pas- 
senger business  the  principle  of  maximum  loading 
which  it  used  in  its  freight  business,  it  was  found  that 
the  principle  could  not  be  applied.  With  the  fre- 
quent service  which  highly  developed  passenger  busi- 
ness demands,  the  average  loading  per  train  is  low. 
The  standard  first-class  cars  of  the  Canadian  Pacific 
seat  72.  The  59  passengers  accommodated  by  the 
average  train  could  be  handled  in  one  car,  with  space 
to  spare.  While  the  traveler  may  at  times  be  sub- 
jected to  overcrowding,  on  the  average  four-fifths  of 
the  seating  capacity  of  a  train  is  unoccupied. 

Travel  in  Pullman  and  sleeping  cars  reduces  the 
average  to  some  extent,  the  ordinary  maximum  carry- 
ing capacity  of  a  sleeping  car  being  twenty-seven. 
However,  it  was  testified  in  the  Pullman  Rates  inves- 
tigation that,  on  the  Canadian  Pacific,  one  year  with 
another,  there  were  not  on  the  average  more  than  ten 
berths  occupied. 

While  sleeping-car  movement  and  parlor-car  move- 
ment do  hold  down  the  average,  the  effect  is  not  as 
great  as  might  be  anticipated.  In  1909,  only  2.91 
per  cent  of  the  total  number  of  passengers  on  the 
Canadian  Northern  were  carried  in  sleepers.  For 
the  same  year,  the  Grand  Trunk  carried  3.25  per  cent 
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of  its  passengers  in  sleeping  cars  and  1.15  per  cent 
in  parlor  cars.  On  the  Canadian  Pacific,  the  figures 
was  5.9  per  cent  for  sleeping-car  business  and  1.2 
per  cent  for  parlor-car  business.  To  carry  seven  per 
cent  of  the  total  numbe'r  of  passengers  in  Pullmans 
and  parlor  cars  meant  that  the  mileage  of  these  cars 
was  20  per  cent  of  the  total  passenger-car  mileage. 
This  is  due  in  part  to  such  equipment  being  used  on 
longer  hauls  and  in  part  to  the  lesser  carrying 
capacity  of  each  car. 

13.  "Dead"  weight. — The  lesser  average  loading  in 
passenger  car  business  means  increase  in  fare.     In 
passenger  business,  competition  in  service  has  led  to 
an  increasing  weight  of  car.     This  is  especially  notice- 
able in  sleeping-car  traffic.     West  of  Winnipeg,  to 
and  from  Vancouver,  there  is  a  solid  Pullman  move- 
ment just  as  there  is  between  Chicago  and  the  Pacific 
coast  of  the  United  States.     This  has  been  charac- 
terized by  the  carriage  of  additional  weight,  observa- 
tion cars,  buffet  cars,  etc.     The  competition  has  been 
one  in  luxury  and  service,  not  in  rate.     The  "Over- 
land Limited,"  between  Chicago  and  San  Francisco, 
has  in  addition  to  observation  car  and  club  car  the 
following  services:  barber  and  baths,  valet,  stenog- 
rapher, ladies'  maid,  telephone,  electric  ventilation, 
telegraphic  news  service,  stock  and  market  reports. 
It  may  be  argued  that  a  lesser  competition  in  point 
of  luxury  would  have  been  a  better  business  policy. 

14.  Increase  in  weight  and  cost  of  passenger  equip- 
ment.— The  weight  and  cost  of  passenger  cars  has 
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increased.  The  standard  passenger  engine,  for  ex- 
ample, which,  in  1906,  weighed  about  145  tons  had 
by  1910  increased  to  about  175  tons,  at  which  figure 
it  stands  today. 

A  thru  train  on  the  Grand  Trunk  between  Mont- 
real and  Toronto  may  be  taken  for  comparative  pur- 
poses. The  train  is  composed  as  follows:  engine, 
mail,  baggage  and  express,  one  combination,  two 
first-class,  one  diner,  one  parlor,  one  sleeper  and  one 
observation  car.  The  following  summary  compares 
the  weight  and  cost: 

y  Weight  of  Train  Cost  of  train 

Lbs.  $ 

1906  1,144,000  108,173 

1911  1,383,899  128,801 

1916  1,577,000  175,379 

The  weight  of  the  train  has  increased  38  per  cent, 
while  the  cost  has  increased  62  per  cent. 

A  similar  comparison  of  a  Canadian  Pacific  train 
in  transcontinental  service  may  be  made.  The  equip- 
ment of  1911  and  1916  differs  from  that  of  1906  by 
the  addition  of  a  compartment  observation  car. 

Year  Weight  of  train  Cost  of  train 

Lbs.  $ 

1906  1,343,800  128,177 

1911  1,557,300  161,295 

1916  1,994,500  242,694 

The  weight  of  the  train  has  increased  48  per  cent, 
while  the  cost  has  increased  89  per  cent. 
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Taking  the  figures  of  1906  as  100,  the  following 
comparisons  of  weight  and  costs  are  available: 

1911  1916 

Car  Weight  Cost  Weight  Cost 

Colonist 155  195  182  293 

First    Ill  ...  139  136 

Tourist 163  206  168  281 

Diner 105  119  109  125 

Sleeper    112  123  139 

15.  Relation  between  weight  of  vehicle  and  returns 
on  cost. — The  weight  of  the  vehicle  is  an  index  of  the 
work  to  he  done  in  earning  a  return  upon  the  cost. 
The  large  amount  of  dead  weight  which  has  to  be 
hauled  per  passenger  is  noteworthy.     The  returns  for 
1915  show  the  average  number  of  cars,  all  trains  in 
passenger  service  as  3.6  and  the  average  number  of 
passengers  per  train  as  50.     How  the  cars  were  dis- 
tributed according  to  class  does  not  appear.     Assum- 
ing that  all  were  first-class,  the  result  would  be  that 
these  cars  hauled  only  19  per  cent  of  their  passenger 
capacity.     The  average  dead  weight  hauled  per  pas- 
senger traveling  would  be  4.9  tons,  while  the  cost  of 
the  vehicle  per  passenger  was  $1,080. 

16.  Weight  and  cost  measured  in  capacity. — The 
constant  tendency  to  increase  weight  and  cost  may  be 
measured  in  terms  of  the  capacity  of  Canadian  Pacific 
passenger  rolling  stock.     The  figures  are  based  on 
physical,  not  normal,  capacity,  the  latter  being  much 
less.     Subject  to  this  caution,  the  comparisons  are: 

XIV  c— 16 
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1906  1911                             1916 

Carw't.   Car  cost  Carw't.    Car  cost     Carw't.    Car  cost 

Type  of         per  pass,    per  pass,  per  pass,  per  pass,  per  pass,   per  pass. 

car                  Ibs.              $  Ibs.               $             Ibs.              $ 

Colonist    ......  2303            160  2750            250            3277            383 

First     ........   1385             152  1388             152             1916            208 

Tourist    .......  2582            225  4286            465            4357            635 

Sleeper   .......  4073            555  4592            555            5037             774 

Compartment-  "I  7m 
Observation 


"I 

J 


17.  Occupancy  of  sleeping  cars.  —  In  Germany, 
calculating  13%  passengers  as  weighing  a  ton,  it  has 
been  computed  that  93.75  per  cent  of  the  weight 
hauled  is  dead  weight.  Of  course,  passenger  fares 
are  not  calculated  on  weight;  but  the  computation  is 
of  some  value  as  indicating  where  some  of  the  cost 
of  passenger  business  is  to  be  found.  While  sleep- 
ing cars  are  supplied  with  both  upper  and  lower 
berths,  normally,  the  upper  berths  are  in  use  only 
about  one-fifth  of  the  time.  In  the  summer  months, 
all  the  accommodation  in  a  sleeping  car  may  be  taken 
up.  At  other  seasons,  there  is  often  much  empty 
space.  Calculations  made  by  the  Canadian  Pacific 
for  certain  winter  months  in  1910,  showed  for  Janu- 
ary of  that  year,  between  Montreal  and  Toronto 
which  is  a  heavy  passenger  run,  88  per  cent  of  the 
lowers  and  29  per  cent  of  the  uppers  occupied  west- 
bound; while  eastbound  the  percentages  were  86  per 
cent  and  27  per  cent  respectively.  For  the  month  of 
March,  between  Toronto  and  Winnipeg,  the  percent- 
ages of  occupancy  were  respectively  20  per  cent  and 
14  per  cent.  In  the  same  month,  between  Montreal 
and  Vancouver,  the  occupancy  westbound  was  70  per 
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cent  and  34  per  cent,  while  eastbound  it  was  59  per 
cent  and  14  per  cent. 

18.  Passenger  hauls  kept  down  by  suburban  traffic. 
-The  average  passenger  haul  is  kept  down  by  the 

amount  of  suburban  traffic,  while  in  freight  business 
the  average  haul  has  tended  to  increase  because  of  the 
long  haul  of  staple  products.  At  the  same  time  the 
suburban  traffic,  which  is  normally  handled  on  com- 
mutation rates  based  on  assured  frequency  of  travel 
has  in  recent  years  been  subjected  to  competition 
from  new  methods  of  conveyance. 

19.  Commutation  business  as  part  of  railway  earn- 
ings.— In  establishing  commutation  rates  the  volume 
of  movement  is  important.     Canadian  railways  do 
not  differentiate  commutation  business  in  their  re- 
ports.    The    Boston    and    Maine    differentiates    its 
monthly  ticket  business  in  its  reports.     For  the  year 
ending  June  30,  1916,  the  railway  earned  .653  cents 
per  passenger  mile  from  commutation  business  as 
against  2.016  cents  on  local  business  and  2.248  on 
interline.     That  is  to  say  the  commutation  business 
earned  per  passenger  per  mile  only  32  per  cent  of 
the  local  passenger  mile  earning.     The  commutation 
business,  however,  represented  11  per  cent  of  the  total 
number   of   passengers   carried.     The   commutation 
business  affords  a  chance  to  apply  the  wholesale  prin- 
ciple which  is  not  available  in  other  parts  of  the 
passenger  business.     The  traffic  moves  in  quantity  at 
definite  times  and  consequently  the  needs  in  point  of 
rolling  stock  can  be  more  readily  forecasted. 
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20.  Commutation  business  subject  to  competition. 
—Commutation  business  is,  however,  subject  to  other 
phases  of  competition.     The  increase  in  electric  trac- 
tion with  the  attractions  of  the  frequent  stop  service, 
thereby  affording  a  service  whicli  would  be  uneco- 
nomical in  the  case  of  steam  power,  has  to  be  reckoned 
with.     Then  again,  there  is  the  seasonal  competition 
of   automobiles.     The   Chatham,    Wallaceburg   and 
Lake  Erie,  an  electric  line,  finds  that  on  the  run  into 
Chatham,  the  competition  of  automobiles  is  important 
on  fine  days — the  electric  cars  get  a  greater  bulk  of 
passenger  traffic  in  bad  weather. 

21.  Automobiles  affect  passenger  revenue. — The 
rapid  development  of  automobile  traffic  in  the  East- 
ern States  has,  in  recent  years,  affected  railway  pas- 
senger revenue.     In  Canada,  there  has  also  been  a 
rapid  development  of  automobile  traffic.     In  Ontario, 
the   number   of   motor-driven   vehicles   has   doubled 
every  two  years  since  1911.     In  1917,  there  was  one 
motor  vehicle  for  every  33  persons.     In  the  Prairie 
Provinces,  there  is  still  greater  use.     The  ratios  for 
1917  were,   in   Saskatchewan,  one  to  every   17;  in 
Alberta,  one  to  20;  in  Manitoba,  one  to  29.     A  traffic 
census  made  by  the  Public  Highways  Department  of 
Ontario,  in  1915,  at  points  adjacent  to  twenty-one 
cities,  showed  that  30  per  cent  of  the  297,000  vehicles 
included  were  motor  driven.     While  some  part  of  the 
motor  traffic  is  undoubtedly  new  traffic  created  by  the 
new  vehicle,  some  portion  of  it  is  short  distance  traffic 
that  would  otherwise  have  moved  by  rail. 
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While  electric  cars  and  motors  undoubtedly  have 
an  effect  on  short  distance  steam  railway  traffic,  the 
extent  to  which  this  is  effective,  while  it  can  be  indi- 
cated, cannot  be  exactly  measured.  One  index  is  the 
average  journey.  With  increasing  density  of  popu- 
lation, it  might  be  expected  this  would  mean  a  consid- 
erable increase  in  short  distance  traffic,  thus  bringing 
down  the  average.  The  Grand  Trunk,  running  thru 
the  more  densely  settled  section  of  Canada,  where  the 
competition  spoken  of  is  keener,  may  be  taken  as  a 
measure.  Here  it  will  be  found  that  the  average  has 
varied  but  little  in  the  past  ten  years: 

1908  1909  1910  1911  191:3  1913  1914  1915  191G  1917 
49    44    48    49    49    ol    o.>    49    4?    49 

22.  Differences  between  freight  and  passenger 
business. — In  general,  the  difference  between  freight 
and  passenger  business  is  much  the  same  as  the  differ- 
ence between  carload  and  less-than-carload  business. 
It  is  possible  to  handle  freight  in  a  wholesale  way. 
Passenger  business  has,  except  in  the  case  of  excursion 
and  similar  traffic,  to  be  handled  in  a  retail  way. 

REVIEW 

In  what  respects  do  freight  rates  and  passenger  rates  differ? 

What  is  the  effect  on  passenger  rates  (a)  of  distance,  (b)  of 
time,  (c)  of  stations? 

Why  is  it  easier  to  apply  the  theory  of  equal  mileage  to  passen- 
ger rates  than  to  freight  rates  ? 

What  are  the  important  elements  in  rate-making  for  long-haul 
business  ? 
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Do  you  believe  that  the  passenger  department  of  a  railroad  as- 
sists the  freight  department  in  gaining  business? 

How  does  an  economic  depression  aft'ect  the  passenger  busi- 
ness ? 

Why  is  dead  weight  greater  in  passenger  than  in  freight 
business  ? 

Discuss  the  commutation  business  of  the  railways,  and  the  in- 
fluences affecting  it. 


CHAPTER  XIV 

PASSENGER  RATES 

1.  Passenger  rates  and  the  Railway  Act  of  Canada. 
—Passenger  tariffs  are  classified  as  standard  and 
special.  Standard  passenger  tariffs  may  express  the 
mileage  they  cover  in  the  same  way  as  in  standard 
freight  tariffs.  Special  tariffs  specify  the  passenger 
tolls  to  be  charged  when  such  tolls  are  lower  than  the 
standard.  The  requirements  as  to  the  approval  of 
standard  passenger  tariffs  are  the  same  as  in  the  case 
of  standard  freight  tariffs.  The  requirements  in  re- 
gard to  the  filing  and  coming  into  force  of  special 
passenger  tariffs  are  the  same  as  in  the  case  of  special 
freight  tariffs,  except  that  the  public  notice  is  limited 
to  three  days. 

The  Board  is  also  given  a  wide  discretion  based  on 
"the  exigencies  of  competition  or  otherwise"  to  deter- 
mine, notwithstanding  the  provisions  of  the  statute, 
the  time  or  manner  within  and  according  to  which 
publication  of  any  special  tariff  is  to  be  made. 

The  railways  may  grant  free  or  reduced  rates  to  the 
Dominion,  any  provincial  or  municipal  government, 
fairs  and  exhibitions  in  connection  with  exhibition 
thereat,  to  charitable  societies  and  the  necessary 
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agencies  of  such  institutions  in  connection  with  the 
carriage  of  destitute  or  homeless  persons. 

In  defining  the  services  just  set  out,  the  word  "traf- 
fic" is  used  in  the  Railway  Act.  This  covers  both 
passenger  and  freight  business. 

Railways  may  issue  mileage,  excursion  or  commu- 
tation rates,  and  may  carry  at  reduced  rates  immi- 
grants or  settlers  and  their  effects  as  well  as  a 
member  of  any  organized  association  of  commercial 
travelers  with  his  baggage.  They  may  carry  at  free 
or  reduced  rates  their  own  officers  and  employes,  or 
their  families,  former  employes  of  any  railway,  mem- 
bers of  the  provincial  legislatures  or  of  the  press, 
members  of  the  Interstate  Commerce  Commission  of 
the  United  States,  their  officers  and  staff,  with  bag- 
gage and  equipment.  The  railways  may  also  carry 
free  or  at  reduced  rates  such  additional  persons  as 
the  Board  may  approve  or  permit.  Exchange  of  free 
transportation  between  the  principal  officers  of  rail- 
ways is  permitted  in  respect  of  the  carriage  of  their 
officers  and  employes  and  their  families,  or  their  goods 
and  effects. 

The  statute  also  provides  for  the  free  transporta- 
tion as  a  matter  of  right  of  members  of  the  Senate 
and  House  of  Commons,  the  members  of  the  Board 
and  such  officers  and  staff  of  the  Board  as  it  may  de- 
termine. 

2.  Standard  rates  in  effect. — In  1907,  the  Board 
issued  an  order  requiring  the  Canadian  Pacific  and 
the  Grand  Trunk  to  reduce  their  standard  rates  east 
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of  the  Calgary  and  Edmonton  Railway  to  3  cents  a 
mile.  At  the  same  time,  the  other  railways  were  cir- 
cularized to  see  whether  their  condition  would  stand 
the  reduction.  Subsequently,  the  Canadian  North- 
ern reduced  its  rates  to  the  3  cent  basis.  The  rates 
west  of  the  Calgary  and  Edmonton  line  remained  at 

4  cents. 

Before  the  order  was  issued,  there  were  various 
standards  on  the  different  railways.  On  the  Alberta 
Railway  and  Irrigation  Company,  the  standard  was 

5  cents.     On  the  Algoma  Central  and  on  the  Atlan- 
tic and  Lake  Superior,  it  was  4  cents.     On  the  Grand 
Trunk  (with  the  exception  of  the  line  from  St.  Lam- 
bert Junction  to  Rouses'  Point,  a  distance  of  44  miles, 
on  which  the  rate  was  4  cents)  the  standard  was  3Va 
cents.     On  the  Canadian  Pacific  in  Manitoba,  the  rate 
was  3  cents;  while  in  Saskatchewan  and  Alberta  it 
was  3J/2  cents.     A  similar  condition  existed  on  the 
Canadian  Northern  lines  in  the  West.     On  various 
sections  of  its  lines  east  of  the  Great  Lakes,  the  Ca- 
nadian Pacific  had  rates  of  3,  3Vi,  and  3M»  cents. 

The  general  standard  rate  in  British  Columbia  is 
4  cents.  Prior  to  1901,  it  was  5  cents.  The  matter 
of  the  reduction  of  the  4  cent  standard  was  one  of  the 
questions  at  issue  in  the  Western  Rates  Case.  The 
Board  then  found  that  the  operating  expenses  per 
mile  of  line  on  the  British  Columbia  division  were  22 
per  cent  higher  than  the  average  for  the  entire  Ca- 
nadian Pacific  per  mile  of  line,  and  upwards  of  30 
per  cent  higher  than  the  average  on  the  Prairie  di- 
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visions.  The  operating  expenses  per  train  mile  were 
found  to  be  54  per  cent  higher  on  the  British  Colum- 
bia division  than  for  the  entire  line,  and  47  per  cent 
higher  than  on  the  Prairie  divisions.  It  was  found 
also  that  the  traffic  afforded  by  the  boat  lines  on  the 
British  Columbia  Lakes  afforded  but  small  return. 
The  Board  held  that  it  was  not  justified  in  reducing 
the  standard  to  3  cents  as  asked. 

The  British  Columbia  Eastern  Railway  has  a  rate 
of  6  cents.  In  British  Columbia  and  the  Yukon,  the 
White  Pass  and  Yukon  Route  between  the  Alaskan 
boundary  and  White  Horse  has,  under  exceptional 
circumstances,  a*rate  of  18  cents  per  mile.  The  Klon- 
dike Mines,  a  short  railway  in  the  Yukon,  has  a  rate 
of  from  15  cents  to  20  cents  per  mile.  East  of  the 
Calgary  and  Edmonton  Line  the  following  exceptions 
from  the  3-cent  standard  are  to  be  found:  4  cents, 
Algoma  Central,  Algoma  Eastern,  Quebec  Oriental, 
Atlantic,  Quebec  and  Western;  3%  cents,  Pas  Di- 
vision of  the  Canadian  Northern;  3%  cents,  Temis- 
couata,  New  Brunswick  and  Prince  Edward  Island, 
Dominion  Atlantic.  These  exceptions  have  a  mile- 
age of  1,010  miles.  On  the  government  railways 
the  standard  is  in  general  3  cents  with  the  exception 
of  the  International  Railway  of  New  Brunswick 
which  has  a  standard  of  3%  cents. 

The  order  in  the  15  per  cent  case  permitted 
the  standards  to  be  increased  by  15  per  cent.  No  in- 
crease, however,  was  allowed  in  British  Columbia. 

3.  Different  kinds  of  passenger  tickets. — The  dif- 
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ferent  kinds  of  tickets  in  use  on  the  Canadian  Pacific 
may  be  taken  as  typical. 

Mileage  tickets  in  books  of  coupons  covering  1,000 
miles  are  issued  east  of  Port  Arthur.  To  be  used  on 
a  train  the  coupons  must  first  be  exchanged  for  reg- 
ular transportation.  A  ticket  will  not  be  honored  if 
lost.  On  a  first-class  one-way  ticket  over  mere  than 
one  line,  the  company  acts  as  agent  and  assumes  no 
responsibility  beyond  its  own  lines.  No  stop-over  is 
permitted,  unless  especially  provided  for.  An  emi- 
grant ticket  is  good  only  for  five  days  from  date  of 
issue  and  for  continuous  passage.  No  stop-over  is 
allowed.  Conductors'  tickets  are  issued  on  the  train 
at  a  charge  of  ten  cents  over  regular  fare;  this  ten 
cents  being  redeemable.  Arrangements  are  also 
made  to  sell  regular  transportation  on  the  train  in  the 
case  of  passengers  getting  on  at  flag,  or  non-agency, 
stations.  The  second-class  ticket  has  the  same  gen- 
eral limitations  as  the  first-class.  Commutation 
tickets  are  issued  in:  10-trip  tickets,  good  for  continu- 
ous passage  only,  with  no  stop-over;  scholars'  46-trip 
tickets,  good  only  for  continuous  trip  with  no  stop- 
over, not  good  after  date  of  expiration  even  if  a  por- 
tion is  unused,  and  if  lost,  a  duplicate  will  not  be 
issued;  55-trip  tickets  with  same  conditions.  In  con- 
nection with  commutation  tickets,  marketing  stamps 
are  issued.  These  may  be  used  by  suburban  holders 
of  55-trip  tickets.  They  provide  for  free  transporta- 
tion of  25  pounds  of  marketing  in  the  baggage  car  on 
one  day.  Marketing  is  defined  as  being  perishable 


INLAND  TRAFFIC 

i 

table  food  supplies.  The  tickets  used  between  Nelson 
and  Kootenay  Landing,  on  the  boat,  have  in  addition 
to  the  usual  conditions  on  first-class  tickets,  the  condi- 
tion that  if  the  vessel's  legal  carrying  capacity  is  all 
taken  when  the  ticket  is  presented,  then  the  company's 
liability  is  limited  to  the  redemption  of  the  unused 
portion  of  the  ticket. 

In  the  case  of  excursion  tickets  over  two  or  more 
lines,  such  as  the  nine  months'  round  trip  to  Pacific 
coast  points,  in  connection  with  which  a  series  of 
options  as  to  routes  is  permitted,  provision  is  made  for 
identification  of  the  passenger.  There  is  also  a  pro- 
vision that  the  return  portion  of  the  ticket  will  not  be 
good  for  passage  unless  validated  by  the  agent  desig- 
nated for  this  purpose. 

Traveling  on  non-passenger  cars  is  permitted  in 
cases  of  emergency  and  on  special  permission  from  the 
superintendent  of  the  division,  or  any  higher  official. 
A  release  from  liability  has  to  be  given.  First-class 
fare  is  charged. 

4.  Provisions  for  unused  tickets. — On  all  the 
tickets  issued  there  is  the  general  conditon  that  they 
are  not  transferable.  The  contract  is  a  personal  one, 
between  the  railway  and  the  passenger.  The  sale 
of  an  unused  portion  of  a  ticket  is  in  Canada,  under 
R.  S.  C.,  1886,  Chap.  110,  s.  s.  7  and  8,  a  criminal 
offence.  The  railways  make  provision  whereby  a 
wholly  unused  ticket  will  be  refunded  when  presented 
within  sixty  days  after  date  of  expiration  of  ticket  at 
the  ticket  office  where  sold.  Unused  portions  of 
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round-trip  tickets  will  be  refunded  at  the  amount 
paid  for  the  ticket,  less  the  one-way  fare.  When 
wholly  unused  or  unused  return  portions  of  round- 
trip  tickets  are  presented  for  redemption,  more  than 
sixty  days  after  the  date  of  expiration,  the  matter  of 
redemption  has  to  be  taken  up  with  the  general  pas- 
senger agent. 

5.  Rules  for  baggage. — The  baggage  rules  provide 
that  150  pounds  of  baggage,  not  exceeding  $100  in 
value,  will  be  checked  without  charge  for  each  adult 
passenger,  and  75  pounds,  not  exceeding  $50  value, 
for  each  child  traveling  on  a  half  ticket. 

6.  Baggage  defined. — What  is  covered  by  baggage 
has  been  the  subject  of  judicial  construction;  and 
indication  has,  for  example,  been  given  that  personal 
baggage  is  limited  to  clothing  and  such  articles  as  a 
traveler  usually  carries  with  him  for  his  personal  con- 
venience.    Disney,  in  "The  Law  of  Carriage  by  Rail- 
way," defines  baggage,  in  a  summary  way,  as  includ- 
ing what  a  passenger  takes  with  him  for  his  personal 
use  and  convenience,  according  to  the  habits  and  class 
of  life  to  which  he  belongs. 

7.  Railway's  liability  for  baggage. — The  liability 
of  the  railway  in  respect  to  the  carriage  of  baggage 
is  limited  to  a  liability  during  the  time  of  carriage  and 
a  reasonable  time  thereafter  for  delivery.     The  trans- 
portation of  a  passenger's  baggage  is  an  incident  of 
the  passenger's  journey,  and  he  should  call  for  it  a 
reasonable  time  after  the  journey  ends.     After  such 
reasonable  time,  the  company's  liability  as  insurer 
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ceases  and  becomes  that  of  warehouseman  or  bailee. 
Whether  the  company's  liability  will  be  that  of  ware- 
houseman will  depend  on  whether  it  is  entitled  to 
charge  storage  or  not.  The  regulation  in  this  respect, 
as  revised  by  the  Board,  is  "After  the  expiration  of 
twenty-four  hours  from  the  receipt  of  such  baggage 
or  articles  in  storage,  the  carrier  shall  be  liable  as  a 
warehouseman  only." 

8.  Storage  charges. — When  baggage  is  uncalled 
for  after  a  certain  time,  storage  charges  are  imposed. 
The  railways  state  that  the  charge  is  not  imposed  with 
a  view  to  making  a  profit,  but  as  a  deterrent.     Their 
facilities  are  too  expensive  to  justify  their  engaging 
for  profit  in  the  warehousing  of  baggage  at  the  rates 
charged.     At  first,  storage  charges  were  on  inbound 
baggage  only;  but  it  was  found  that  outbound  bag- 
gage was  at  times  left  for  a  considerable  period;  so 
storage  charges  were  made  to  apply  in  both  directions. 

After  the  lapse  of  twenty-four  hours  free  time, 
storage  is  charged  on  baggage  remaining  at  stations 
or  wharves.  Twenty-five  cents  is  charged  for  the  sec- 
ond day  of  twenty-four  hours  or  portion  thereof,  in- 
cluding the  preceding  day.  For  each  additional  day, 
or  portion  thereof,  including  preceding  days,  there  is 
an  added  charge  of  10  cents  until  with  the  ninth  day 
a  charge  of  95  cents  is  reached.  For  the  tenth  day 
and  to  the  end  of  the  month  the  charge  is  $1.  For 
subsequent  periods,  the  maximum  charge  is  $1  per 
month. 

9.  Initial  carrier  liable  for  baggage. — In  the  re- 
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vision  of  the  baggage  rules  in  1915,  the  provision  was 
added  that  where  baggage  moves  over  two  or  more 
lines,  subject  to  the  jurisdiction  of  the  Board,  the 
checking  carrier  is  liable  for  the  loss  or  damage  due 
to  a  connecting  carrier  and  shall  have  its  recourse 
against  each  connecting  carrier.  This  enables  the 
passenger  to  deal  with  the  initial  checking  carrier,  in- 
stead of  trying  to  ascertain  who  is  responsible  and 
then  following  the  matter  up. 

10.  Baggage  handled  in  Toronto. — A  special  study 
made  in  connection  with  the  plans  of  the  new  Union 
Station  in  Toronto  showed  that  in  the  year  1912  there 
were  on  the  average  4,400  pieces  of  baggage  handled 
per  day.     One-quarter  of  this  total  was  made  up  of 
hand  baggage.     A  check  of  traffic  on  June  24,  1913, 
showed  approximately  one  in  every  eight  passengers 
had  baggage  checked.     In  the  period  1900-1912,  the 
pieces  of  baggage  handled  at  Toronto  increased  93 
per  cent. 

11.  Parcels  checked  at  Toronto. — Parcel  checking 
is  one  feature  of  the  activity  of  the  modern  passenger 
station.     At  Toronto,  there  are  1,000  parcels  checked 
per  day. 

12.  Baggage  carried  by  railways. — The  returns  do 
not  show  what  amount  of  baggage  is  carried.     If  it 
is  assumed  that  the  average,  as  shown  at  Toronto,  ap- 
plies generally,  then  taking  heavy  baggage  as  averag- 
ing 100  pounds  per  piece,  the  railways  carried  in  1915 
at  least  240,000  tons  of  baggage.     In  various  coun- 
tries, a  considerable  revenue  is  obtained  from  baggage 
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carried.     The  Swiss  railways,  for  example,  received 

$5.13  per  ton  in  1914,  from  the  carriage  of  travelers' 
luggage. 

13.  Sleeping-car  service. — The  sleeping-car  serv- 
ice, which  is  now  regarded  as  one  of  the  necessary 
comforts  of  long-distance  traveling,  has  been  con- 
nected with  Canadian  railway  travel  since  Confedera- 
tion.    The  first  Pullman  car,  the  "President,"  was 
put  into  operation  on  the  Great  Western  Railway  in 
1867.     It  was  a  combination  sleeper  and  kitchen  with 
portable  tables.     When  the  Pullman  Company  oper- 
ates the  service  under  contract,  as  on  the  Grand 
Trunk,  the  arrangement  is  that  if  less  than  a  sum  set 
out  in  the  contract  is  earned  per  car  per  annum,  the 
railway  pays  mileage.     When  this  guaranteed  sum  is 
reached  no  mileage  has  to  be  paid.     When  a  certain 
fixed  sum  is  exceeded  then  the  railway  receives  one- 
half  of  the  excess.     In  the  case  of  the  Canadian  Pa- 
cific, the  Great  Northern,  the  Canadian  Northern, 
and  the  Grand  Trunk  Pacific,  the  sleeping  cars  are 
operated  by  the  railways  themselves. 

The  rate  basis  of  sleeping-car  tariffs  now  in  force  is, 
east  of  Calgary,  6  mills  per  mile,  with  20  per  cent  off 
on  upper  berths.  West  of  Calgary  the  basis,  is  8  mills 
per  mile,  with  the  same  reduction  for  upper  berths. 
The  parlor  car  rates  are  based  on  a  charge  of  5  mills 
per  mile  east  of  Calgary,  and  two-thirds  of  one  per 
cent  per  mile  west  thereof. 

14.  Classified  passenger  rates. — While  the  matter 
of  ability  to  pay  is  recognized  in  passenger  rates,  it  is 
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not  organized  in  the  same  way  as  in  freight  business. 
Passenger  rates  average  to  a  greater  extent,  than 
do  freight  rates,  differing  conditions  of  travel  and  of 
passengers. 

The  railway  between  Montreal  and  Lachine,  which 
was  opened  in  1847,  had  the  English  style  of  compart- 
ment cars — the  first,  second  and  third-class  accom- 
modation being  supplied  on  the  one  car.  The  charter 
of  the  Grand  Trunk,  under  the  influence  of  the  move- 
ment which  culminated  in  England  in  the  provision 
for  "Parliamentary"  trains,  provided  for  a  third-class 
service  between  Toronto  and  Montreal  at  the  rate  of 
one  penny  per  mile.  The  Privy  Council  has  stated 
that  this  provision  is  still  binding. 

But  while  in  Canada  it  was  apparently  assumed 
that  passenger  traffic  would  be  divided  into  three 
classes,  such  a  development  has  not  taken  place. 

The  Railway  Act  does  not  provide  for  second-class 
fares.  In  eastern  Canada,  second-class  fares  grew  up 
as  a  measure  of  segregation  in  connection  with  the  car- 
riage along  the  Lakes  and  the  St.  Lawrence  of  the 
lumber  jacks,  Indians,  and  others  working  as  day 
laborers  in  the  lumber  industry.  These  rates  were 
also  used  in  connection  with  colonization.  While 
they  were  used  on  the  original  Grand  Trunk  line 
and  were  later  met  by  the  Canadian  Pacific  in  com- 
petition, they  are  not  in  general  use  in  eastern  Canada. 

Second-class  rates  from  eastern  to  western  Canada 
were  also  put  in  to  aid  colonization  and  settlement. 
It  is  contended  by  the  railways  that  the  need  for  the 
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second-class  rates  for  this  purpose  has  passed,  as 
there  is  not  any  considerable  movement  of  colonists 
from  eastern  to  western  Canada.  Most  of  the  move- 
ment, it  is  stated,  is  of  immigrants  from  either  Europe 
or  the  United  States  who  move  on  special  fares,  in 
many  cases  lower  than  second-class.  Second-class 
rates  are  in  force  from  practically  all  points  in  eastern 
to  all  points  in  western  Canada.  As  an  example  of 
the  relation  of  the  rates,  the  first-class  limited  ticket 
from  Ottawa  to  Calgary  is  $67.90 ;  while  the  second- 
class  is  $49.05.  In  general,  from  points  intermediate 
to  Winnipeg  and  Vancouver,  there  are  no  second-class 
rates  east  of  Winnipeg.  Formerly  there  was  a 
blanket  second-class  fare  from  Vancouver  to  Winni- 
peg to  meet  American  competition.  This  has  been 
canceled.  In  general,  the  railways  take  the  position 
that  second-class  rates  are  an  unnecessary  survival. 

So  far  as  Canada  and  the  United  States  are  con- 
cerned, it  may  be  said  that  in  reality  the  Pullman  is 
the  first-class  and  the  standard  first-class  car  the 
second-class. 

15.  Passenger  classes  in  Europe. — In  Europe,  the 
practice  of  having  three  classes  and  even  four  pre- 
vails. The  following  tabular  summary  as  to  the  per- 
centage of  passengers  by  classes  in  various  countries 
is  of  interest: J 

1234    Military 

Austria     0.4          5.8        92.7          ...         1.1 

France  4.0        19.0        77.0          

Germany   0.1          7.4        42.3        49.0        1.2 

i  The  comparisons  given  below  are  on  a  pre-war  basis. 
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1234     Military 

India    0.2          0.7          2.7        89.8 

Japan     0.3          4.4        95.3          

United  Kingdom    5.7          3.9        90.4          

In  the  case  of  passenger  business,  as  in  the  case  of 
freight  business,  it  is  practically  impossible  to  make 
any  comparisons  of  value  between  conditions  abroad 
and  conditions  on  this  continent.  There  is  lack  of 
a  common  denominator. 

16.  Class  rates  in  foreign  countries. — In  the  mat- 
ter of  rates,  the  low  averages  of  various  foreign 
countries  are  due  to  a  type  of  travel,  third-class  or 
even  fourth-class,  which  is  not  found  on  this  conti- 
nent.    Examination  of  the  first-class  rates  will  indi- 
cate that  they  average  higher  than  the  corresponding 
rate  on  this  continent.     Average  receipts  /per  pas- 
senger, per  mile,  are  set  out  in  the  following  table  with 
also  a  class  differentiation  for  France  and  Germany : 

Average  fare 

in  cents 
All  classes     1234        Military 

Austria  1.079          

France    1.068        2.125        1>23          .891          

Germany    908        2.896        1.570          .981          .709          .387 

India   412 

Japan    683          ....  .... 

United  Kingdom  . .   1.51  

Canada   2.021          

United  States 2.023          

17.  Average  hauls  in  foreign  countries. — Where 
the  average  haul  is  short,  it  is  apparent  that  a  lower 
standard  of  comfort  or  convenience  is  required  in  con- 
nection  with   the   accommodation   supplied.     There 
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was  a  time  in  England  when  third-class  traffic  moved 
in  open  cars,  the  passengers  being  seated  on  their  bag- 
gage. In  Germany,  the  fourth-class  traffic  is  sub- 
jected to  a  degree  of  discomfort  whose  only  palliative 
is  its  economy.  The  following  table  of  average  hauls 
is  of  interest: 

Average 
all  classes        1234      Military 

Austria 17 

France    ^1  40  22  20  }.v . 

Germany    14  100  18  13  12    '        51 

India     ." 35 

United  Kingdom   8 

Canada     54 

United    States    39  ..  ..  ..  .(,  , 

While  with  lower  standards  of  comfort  and  lower 
earning  power,  money  is  more  highly  estimated  than 
personal  comfort,  still  from  the  standpoint  of  personal 
sacrifice  it  is  true  that  the  native  of  India  in  paying 
four-tenths  of  a  cent  per  mile  is  making  a  heavier  de- 
duction from  his  income  than  the  average  passenger 
in  Canada  or  the  United  States  who  pays  a  fraction 
over  two  cents. 

18.  Passengers  per  train  in  foreign  countries. — 
Whether  traffic  will  move  in  third  or  even  in  fourth- 
class  accommodation  in  a  particular  country  depends 
on  the  length  of  the  journey,  the  services  and  con- 
veniences demanded,  and,  above  all,  on  the  general 
standard  of  economic  well-being.  Reference  has  been 
made  to  the  large  amount  of  dead  weight  hauled  per 
passenger  in  Canada.  As  indicative  of  the  greater 
utilization  of  space,  the  number  of  passengers  per 
train  as  set  out  in  the  following  table  is  of  interest : 
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Austria 73     India 183 

France    70     Canada   50 

Germany 84     United  States 47 

19.  Zone  tariff  system. — As  a  means  of  reduction 
of  passenger  rates,  the  "zone"  tariff  system  of  Hun- 
gary, which  was  adopted  in  1889,  was  hailed  on  its 
introduction  as  a  revolutionary  change.  As  a  mat- 
ter of  origin,  it  may  be  said  that  a  Xew  Zealander, 
Samuel  Vaile,  claims  that  this  idea  was  first  developed 
in  his  "stage"  system  of  rate-making  in  1882,  and 
from  it  adopted  in  Hungary.  The  zone  system 
was  worked  out  on  the  basis  of  fourteen  zones 
which  increased  in  size  as  the  distance  from  Budapest 
increased.  Within  each  zone  there  was  a  flat  rate. 
In  reality,  instead  of  computing  rates  on  a  mileage 
basis,  the  zone  or  fixed  number  of  miles  was  taken  as 
the  unit.  The  idea  was  to  develop  longer  distance 
traveling.  To  the  extent  that  it  was  successful  in 
this,  the  shorter  hauls  were  helping  to  pay  for  the 
longer  hauls.  The  difficulties  which  have  arisen  as 
to  journeys  between  points  in  two  zones,  such  points 
being  located  near  the  boundary  of  the  two  zones,  have 
been  such  that  various  modifications  have  been  intro- 
duced so  that  it  now  differs  but  little  from  the  ordi- 
nary distance  basis. 

The  zone  system  is  used  in  connection  with  street 
railway  traffic  in  the  United  Kingdom  as  distin- 
guished from  the  flat-rate  system  for  the  total  dis- 
tance which  has  been  used  in  Canada  and  in  the 
United  States.  In  England,  the  Great  Central 
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adopted  in  steam-railway  travel,  in  1907,  the  zone 
system  in  the  Manchester  and  Sheffield  district.  But 
the  situation  here  was  different  from  that  in  Hun- 
gary, for  here  the  adoption  of  the  zone  system  was 
concerned  with  short  distance  traffic  which  had  to 
meet  electric  railway  competition. 

20.  Methods  used  in  European  passenger  rates.— 
The  methods  of  building  passenger  rates  adopted  on 
the  Continent  of  Europe  are,  in  general,  of  three 
kinds:  the  strict  distance  tariff,  for  example,  in  Ger- 
many, when  the  fare  is  so  many  pfennigs  for  each 
class  for  each  kilometer  traveled ;  the  tapering  tariff, 
as  in  Italy,  under  which  the  charge  per  kilometer  de- 
creases as  the  distance  increases;  the  zone  system,  a 
tapering  tariff  under  which  the  rates  are  the  same  to 
all  stations  within  a  particular  zone,  radically  decreas- 
ing to  the  stations  in  the  next  zone.  In  Germany,  the 
situation  may  be  summarized  by  saying  that  the  pas- 
senger pays,  first,  the  ticket  rate;  second,  an  extra 
charge  for  the  use  of  an  express  train;  third,  a  ticket 
tax ;  fourth,  a  fee  for  registering  any  baggage  which 
is  not  carried  by  hand. 

REVIEW 

What  is  the  difference  between  standard  and  special  pas- 
senger tariffs?  What  special  tariffs  may  the  railways  make? 

Describe  the  ticket  regulations  of  the  Canadian  Pacific  Rail- 
way? 

What  does  baggage  include?  What  is  the  liability  of  the 
carrier  with  regard  to  it? 

Under  what  conditions  is  sleeping-car  service  furnished? 

Discuss  passenger  classification  in  eastern  and  western  Can- 
ada. 


CHAPTER  XV 

CONTRACT  OF  CARRIAGE 

1.  Common  law  obligations  of  the  railways. — The 
common  law  which  applied  to  the  earlier,  simpler 
forms  of  carriage  has  been  made  applicable,  except 
in  so  far  as  it  has  been  modified  by  statute,  to  the  rail- 
way which  is  today  the  most  striking  example  of  the 
common  carrier. 

Hutchinson,  in  his  work  on  "Carriers,"  has  defined 
a  common  carrier  as  follows: 

A  common  carrier  or  public  carrier  is  one  who  under- 
takes as  a  business,  for  hire  or  reward,  to  carry  from  one 
place  to  another  the  goods  of  all  persons  who  may  apply 
for  such  carriage,  provided  the  goods  are  of  the  kind  which 
he  professes  to  carry  and  the  person  so  applying  will  agree 
to  have  them  carried  upon  the  lawful  terms  prescribed  by 
the  carrier;  and  who  if  he  refuses  such  goods  for  those 
who  are  willing  to  comply  with  his  terms  becomes  liable  to 
an  action  by  the  aggrieved  party  for  such  refusal. 

It  was  decided,  as  early  as  1769,  that  the  common 
carrier  was  liable,  as  an  insurer,  for  all  goods  which  he 
undertook  to  carry.  In  general,  the  position  of  the 
common  carrier  at  common  law  may  be  summarized 
as  follows : 

He  was  liable  as  an  insurer  of  the  goods,  except  in 
cases  arising  from — 
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(a)  An  act  of  God. 

(b)  An  act  of  the  King's  enemies. 

(c)  An  act  of  public  authority  (e.  g.,  quarantine). 

(d)  An  act  of  the  shipper. 

(e)  Inherent  vice  or  defect  in  the  goods. 

All  these  exceptions  have  been  the  subject  of  ju- 
dicial definition.  Items  a,  b,  d  and  e  are,  however, 
subject  to  the  condition  that  the  negligence  of  the 
carrier  did  not  concur  therein.  Negligence  is  in  law 
the  omitting  to  do  something  that  a  reasonable  person 
would  do,  or  doing  something  that  a  reasonable  per- 
son would  not  do.  While  carriers  are  insurers  as  to 
freight,  in  the  case  of  passengers  they  are  liable  only 
for  negligence. 

At  common  law,  as  soon  as  goods  were  delivered  to 
the  carrier,  he  had  the  risk  of  safe  custody  as  well  as 
the  duty  of  carrying  as  directed.  His  liability  did 
not  rest  on  contract.  However,  it  wras  in  time  estab- 
lished that,  in  consideration  of  a  reduced  rate,  he 
might  limit  the  common  law  liability  by  special  con- 
tract, providing  such  contract  was  not:  (a)  contrary 
to  an  express  provision  of  law;  (b)  contrary  to  pub- 
lic policy;  (c)  unjust  or  unreasonable. 

When  the  contract  of  carriage  of  the  carrier  was 
terminated  and  the  goods  remained  in  the  possession 
of  the  carrier  as  a  warehouseman,  he  was  no  longer 
liable  as  an  insurer,  his  liability  for  loss  or  damage 
being  dependent  on  some  negligence  on  his  part  being 
shown.  Before  the  days  of  railways,  it  was  estab- 
lished that  while  carriers  of  goods  were  insurers, 
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carriers  of  passengers  were  liable  only  for  negligence 
in  the  performance  of  their  contracts. 

2.  Bill  of  lading  and  its  conditions. — As  an  inci- 
dent of  the  necessary  contractual  relations  of  the 
shipper  and  the  railway,  there  came  into  existence  a 
bill  of  lading  setting  out  the  conditions  of  carriage  and 
the  liability  of  the  railway  thereunder. 

The  Railway  Act  of  Canada  provides  that  no  con- 
tract, condition  or  by-law,  regulation,  declaration  or 
notice  limiting  the  liability  of  a  railway  in  respect  of 
the  carriage  of  any  traffic  is  to  be  valid  unless  ap- 
proved by  the  Board,  and  the  Board  is  empowered  to 
define  the  extent  to  wrhich  such  liability  may  be  lim- 
ited. The  Privy  Council  has  decided  that  the  Board 
has  power  to  authorize  a  contract  relieving  the  rail- 
way from  liability  to  one  traveling  at  a  reduced  rate, 
for  example,  in  charge  of  livestock,  for  injuries  caused 
thru  the  negligence  of  the  railway.  While  the  rail- 
way is  a  common  carrier,  whose  liability  has  been  fur- 
ther defined  by  statute,  it  may  refuse  to  take  any 
package  or  parcel  which  it  suspects  to  contain  goods 
of  a  dangerous  nature,  or  may  require  the  same  to  be 
opened  to  ascertain  the  fact.  It  is  not  permitted  by 
the  statute  to  carry  goods  of  a  dangerous  nature,  ex- 
cept in  cars  specially  designated  for  that  purpose. 
By  an  order  of  the  Board  issued  January  16,  1913, 
the  regulations  under  which  explosives  might  be  re- 
ceived, forwarded  and  delivered  were  defined. 

In  1909,  as  a  result  of  a  series  of  conferences  be- 
tween representatives  of  the  shippers  and  of  the  rail- 
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ways,  a  uniform  bill  of  lading  applicable  to  Canadian 
traffic  was  drafted  and  approved  by  the  Board.  The 
provisions  of  this  may  be  summarized  under  the  fol- 
lowing characteristic  headings. 

3.  Liability. — In  general,  the  railway  is  an  insurer. 
The  limitations  of  its  liability  are  specifically  set  out. 
It  is  not  liable  in  cases  covered  by  the  various  common 
law  defenses.  Nor  is  it  liable  for  loss,  damage  or 
delay  due  to  differences  in  the  weight  of  grain  or  other 
commodities  caused  by  natural  shrinkage  or  discrep- 
ancies in  elevator  weights,  when  such  elevators  are  not 
operated  by  the  carrier,  unless  the  weights  are  evi- 
denced by  government  certificates;  nor  for  any  loss, 
damage  or  delay  due  to  the  authority  of  law  or  of 
quarantine  detention.  It  is  liable  only  for  negligence 
when  goods  are  stopped  in  transit  at  the  request  of 
the  party  entitled  to  make  such  request;  or  when,  in 
accordance  with  general  custom,  the  goods  are  carried 
in  open  cars. 

When  goods  are  carried  at  "owner's  risk,"  the  ship- 
per assumes  the  risks  incidental  to  transportation,  the 
railway,  however,  being  liable  for  negligence. 

Except  in  case  of  diversion  from  a  rail  to  a  water 
route,  goods  carried  by  water  over  any  portion  of  the 
journey  are  subject  to  the  provisions  of  the  statute 
and  of  the  bill  of  lading;  provided,  however,  that  in 
respect  of  the  water  route,  the  carrier  is  not  liable  for 
any  loss  or  damage  resulting  from  the  perils  of  the 
lake,  sea  or  other  water;  or  from  any  accident  of 
navigation  or  the  prolongation  of  the  voyage. 
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The  company  is  not  liable  for  loss  or  damage  aris- 
ing from  any  dangerous  article. 

Under  the  bill  of  lading,  as  existing  before  1909, 
the  company  assumed  no  liability  off  its  own  lines  and 
acted  only  as  the  agent  of  the  owner  off  its  own  lines. 
Under  the  present  bill,  in  the  case  of  a  movement 
from  one  point  to  another  in  Canada,  or  when  goods 
are  carried  on  a  joint  tariff,  the  initial  carrier  is  liable 
in  respect  of  any  loss  or  damage  occurring  on  the  lines 
of  a  connecting  carrier,  and  from  which,  such  con- 
necting carrier  is  not  exempt  under  the  provisions  of 
the  bill  of  lading,  the  onus  being  on  the  initial  carrier. 
The  latter  is  entitled  to  recover  from  the  connecting 
carrier.  The  person  aggrieved,  however,  retains  any 
right  of  action  he  may  have  against  the  initial  or  the 
connecting  carrier. 

The  American  rule,  as  set  out  in  the  earlier  deci- 
sions, was  that  for  a  carrier  to  be  liable  in  respect  of 
the  portion  of  the  thru  movement  which  was  off  its  own 
line,  there  must  be  a  positive  agreement,  either  ex- 
press or  implied,  extending  the  liability.  In  the  Eng- 
lish rule,  the  position  was  different.  When  the  carrier 
accepted  for  a  thru  movement  to  a  point  off  its  own 
line  on  the  line  of  a  connecting  carrier,  the  first  or 
contracting  carrier  became  liable  no  matter  by  whom 
the  goods  might  be  lost ;  it  became  exclusively  respon- 
sible and  it  alone  could  be  used  by  the  aggrieved 
person.  Any  attempt  to  hold  the  subsequent  or  con- 
necting carrier  liable  for  this  loss,  altho  it  might  have 
happened  from  its  negligence  or  fault,  would  fail  be- 
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cause  of  the  want  of  privity  or  contract  between  such 

carrier  and  the  injured  party.  It  was,  of  course, 
open  to  the  carrier  to  safeguard  itself  by  special  con- 
tract. 

When  the  carrier  limited  its  obligation  by  contract 
so  that  it  acted  only  as  the  agent  of  the  shipper  in  re- 
spect of  the  movement  off  its  own  line,  it  was  naturally 
a  difficult  matter  for  the  shipper  to  localize  the  cause 
of  loss  and  determine  against  whom  action  should  be 
brought. 

4.  Insurance. — When  any  person  is  reimbursed  on 
account  of  loss  or  damage,  the  carrier  may  have  the 
advantage  of  the  insurance  in  effect  upon  such  goods, 
subject  to  its  reimbursing  the  person  so  assured  for 
the  premium  paid. 

5.  Liability  as  a  warehouseman. — The  railway  is 
not  liable,  except  as  a  warehouseman — in  which  ca- 
pacity it  is  answerable  for  want  of  reasonable  care— 
for  loss,  damage  or  delay  caused  by  fire,  occurring 
forty-eight  hours  on  general  traffic,  and  seventy-two 
hours  on  bonded  goods,  after  written  notice  of  the 
arrival  of  the  goods  at  destination  has  been  sent  or 
given.     Both  these  time-periods  are  exclusive  of  legal 
holidays.     After    these    periods    have    expired,    the 
goods  may  be,  on  the  warehouseman's  liability,  kept 
in  the  car,  station  or  place  of  delivery,  subject  to 
reasonable  storage  charges;  or  the  goods  may  be  re- 
moved to  a  public  or  licensed  warehouse  and  there 
held  at  the  owner's  cost  and  risk  until  he  sees  fit  to 
remove  them. 
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6.  Warehouse     defined. — "Warehouse     or     shed 
freight"   refers   to   less-than-carload   traffic   usually 
handled  in  the  warehouses  of  the  company,  including 
regular  freight  sheds  and  auxiliary  warehouses  owned 
and  operated  by  it,  but  not  warehouses  which,  tho 
erected  on  the  lands  of  the  company  are  not  owned 
or  operated  by  it,  nor  warehouses  or  other  buildings 
the  property  of  the  company,  but  leased  to  other 
parties.     The  commodities  so  defined  are,  after  free 
time,  held  in  the  company's  warehouse  at  owner's  risk 
of  loss  or  damage,  except  loss  or  damage  from  fire, 
unless  caused  by  invasion,  insurrection,  riot,  civil  com- 
motion, military  or  usurped  power. 

7.  Storage     and     demurrage     charges. — Carload 
freight  received  in  cars  and  subsequently  unloaded 
on  the  premises  of  the  company  is  subject  to  demur- 
rage rules  while  in  cars,  and  to  storage  charges  after 
being  unloaded.     Under  the  former  bill,  the  responsi- 
bility of  the  railway  ceased  when  the  goods  were 
placed  in  the  company's  sheds  or  warehouses  at  desti- 
nation, and  storage  charges  ran  from'  twenty-four 
hours  after  arrival. 

8.  Loss  or  damage. — Loss  or  damage  is  computed 
on    the    basis    of   the    value    of    the   goods    at    the 
place  and  time  of  shipment,  plus  freight  and  duty,  if 
any,  paid,  unless  a  lower  value  has  been  declared,  in 
which  case  the  lower  value  governs,  even  if  the  loss  or 
damage  is  due  to  negligence. 

Xotice  must  be  given,  in  writing,  to  the  railway 
either  at  the  point  of  origin  or  at  the  point  of  delivery, 
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within  four  months  after  the  delivery  of  the  goods ;  in 
case  of  failure  to  make  delivery,  notice  must  be  given 
within  four  months  after  a  reasonable  time  for  deliv- 
ery has  elapsed.  Under  the  old  bill,  claims  for  dam- 
ages or  loss  had  to  be  presented  at  the  nearest  place 
of  delivery  within  thirty-six  hours  after  delivery  of 
the  goods. 

9.  Payment  of  charges. — The  owner  or  consignee 
may   pay   freight   either   before   or   after   delivery. 
Under  the  old  bill,  the  charges  had  to  be  paid  before 
delivery.     While  the  railway«may,  in  practice,  give  a 
period  of  credit  for  the  settlement  of  such  charges  it 
is  not  under  legal  obligation  to  do  so. 

The  Railway  Act  provides  that  on  refusal  to  pay 
tolls  they  may  be  recovered  in  any  court  of  competent 
jurisdiction.  Instead  of  bringing  action,  the  railway 
may  seize  the  goods  and  hold  them  at  the  risk  of  the 
owner  as  security  for  the  payment  of  the  charges. 
If  the  tolls  are  not  paid  within  six  weeks,  the  railway, 
after  advertisement,  sells  the  goods,  reimbursing  itself 
out  of  the  proceeds.  If  the  goods  remain  in  the  pos- 
session of  the  railway  unclaimed  for  six  months,  it 
may,  after  public  notice,  sell  the  goods,  reimbursing 
itself  out  of  the  proceeds.  If  the  balance  remains  un- 
claimed after  three  months,  it  is  to  be  deposited  with 
the  Minister  of  Finance  for  the  public  use. 

10.  Forms  of  the  bill  of  lading.— The  bill  of  lading 
has  three  sets  of  documents:  (a)  the  original  bill  of 
lading;   (b)   the  shipping  order;    (c)   the  memoran- 
dum; a  and  c  are  for  the  shipper;  b  is  for  the  railway. 
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The  railway  practice  is,  when  claims  are  made,  to  re- 
quire the  surrender  of  the  original  bill  of  lading. 
This  serves  two  purposes;  being  the  original,  it  re- 
quires no  verification;  and,  being  in  the  company's 
possession,  it  cannot  be  wrongfully  appropriated  by 
any  person  who  might  otherwise  use  it  as  a  basis  for 
repeating  the  claim. 

There  are  two  bills  of  lading — the  straight  and 
the  order  bill.  The  papers  concerned  with  the 
straight  bill  are  printed  on  white  paper;  the  order  bill 
is  printed  on  yellow  paper,  while  the  shipping  order 
and  memorandum  are  printed  on  blue  paper.  The 
bill  of  lading  has  a  uniform  size,  viz.,  S1/^  inches  by 
11  inches. 

When  the  "order"  bill  is  used,  it  is  for  transactions 
negotiated  thru  the  banks.  For  example,  an  On- 
tario grain  dealer  may  sell  to  a  firm  in  Toronto.  He 
draws  a  draft  either  on  sight  or  demand  on  his  con- 
signee, and  attaches  this  draft  to  the  bill  of  lading 
which  carries  title  to  the  goods.  His  bank  will  be 
instructed  to  hold  the  document  until  the  draft  is  paid. 
The  net  amount  of  the  draft  goes  at  once  to  the  credit 
of  the  dealer's  account.  Then  the  bank  owns  the 
draft.  It  forwards  the  draft  and  bill  of  lading  to 
Toronto.  The  Toronto  firm  must  pay  the  draft  in 
order  to  get  possession  of  the  bill  of  lading,  which  is 
its  title  to  the  grain. 

The  bulk  grain  bill  is  an  "order"  bill  with  the  same 
general  terms  as  have  been  summarized  above. 

In  1904,  a  uniform  bill  of  lading  was  adopted  in 
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the  United  States.  Application  was  made  to  the 
Board  to  approve  of  this  bill  in  the  case  of  shipments 
from  any  point  in  the  United  States  into  Canada  and 
in  the  transit  trade  thru  Canada.  In  making  this 
application,  the  railways  set  out  that  it  was  desired 
to  settle  the  question  of  the  lex  loci  contractus  on 
shipments  from  different  states  into  Canada,  the  law 
not  being  the  same  in  these  different  states.  There- 
fore, as  it  was  phrased,  the  request  was  made  for  the 
Board's  protection  by  way  of  approval  so  far  as  Ca- 
nadian transit  was  concerned.  The  approval  was 
granted  in  1910. 

Two  special  forms  to  be  noted  are  the  special  con- 
tract on  silver  and  other  valuable  ores,  in  which  the 
railway  limits  its  liability  to  $500  per  net  ton,  and 
the  household  goods  "release"  in  which  a  lower  rate 
is  given  on  a  released  valuation  of  $5  for  any  one 
piece  or  package. 

Both  in  English  and  Canadian  law,  it  has  been 
recognized  that  the  carrier  may,  by  contract,  exempt 
itself  from  liability  for  negligence;  such  exemption 
has,  however,  to  be  put  in  express  and  unambiguous 
terms.  There  are  a  number  of  contracts  dealing  with 
liability  in  respect  to  particular  commodities  or  serv- 
ices. The  livestock  contract  is  at  present  being 
worked  over  by  a  special  committee  of  shippers  and 
railway  representatives.  Men  in  charge  of  property 
other  than  livestock  are  required  to  sign  a  release 
from  claims  for  injury,  whether  caused  by  negligence 
or  not.  The  potato  contract  of  the  Vermont  Central 
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contains  an  exemption  from  negligence.  The  same 
provision  occurs  in  the  general  release  forms  of  the 
Michigan  Central  and  the  Niagara,  St.  Catharines, 
and  Toronto  Railways.  It  is  also  to  be  found  in  the 
contracts  of  the  Michigan  Central  and  the  Toronto, 
Hamilton  and  Buffalo  in  the  case  of  animals  carried 
in  baggage  cars.  In  the  case  of  circus  contracts,  a 
number  of  Canadian  railways  recite  that  they  act 
neither  as  common  nor  as  special  carriers,  but  simply 
as  hirers  of  equipment  and  train  crews  for  the  circus 
in  respect  of  the  transport  of  its  outfit,  and  that  the 
latter  assumes  all  risks,  including  negligence. 

11.  Due  diligence. — Unless  arranged  under  special 
contract,  the  railway  is  not  bound  to  transport  goods 
by  a  particular  train  or  vessel,  or  in  time  for  a  par- 
ticular market.  Its  obligation  is  to  use  "due  dili- 
gence." Due  diligence  in  law  means  everything  reas- 
onable, not  everything  possible.  The  question  of 
what  is  reasonable  time  for  delivery  is  one  of  fact 
for  the  jury,  and  it  has  been  decided  that  no  definite 
rules  can  be  stated  as  to  what  will  and  what  will  not 
constitute  unreasonable  delay,  as  this  must  depend  on 
the  circumstances  of  each  case. 
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CHAPTER  XVI 

MOVING  THE  TRAFFIC 

1.  Actual  car  movements. — The  shipper  is  inter- 
ested in  obtaining  a  prompt  supply  of  cars  with 
prompt  movement  in  transit.  The  railway  is  inter- 
ested in  obtaining  the  greatest  possible  efficiency, 
since  it  is  its  cars  which  are  its  money  collectors.  But 
while  it  might  appear  that  there  should  be  no  difficulty 
in  obtaining  an  ideal  combination  of  interests,  never- 
theless there  are  difficulties  in  practice.  Expedited 
movements,  e.g.,  livestock,  time  freights  and  various 
other  circumstances  and  conditions  interfere  with  the 
balance  of  mutual  satisfaction. 

An  ordinary  freight  car  while  in  motion  on  the  road 
may  be  reckoned  to  move  at  10  miles  per  hour.  How 
far  the  performance  falls  short  of  the  possible  move- 
ment may  be  gathered  from  the  following  summary 
setting  out  the  average  number  of  miles  traveled  by  a 
freight  car  in  a  day: 

1906  1909  1910  1911  1912  1913  1914  1915  1916  1917 


18.1   24.4  24.9  31.2   27.6   23.9   20.9   18.2  27    27.3 

Putting  certain  comparisons  in  a  summary  way,  the 
following  results  for  1917  as  compared  with  1908  are 
available :  ) 
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Freight  train  mileage  per  freight  engine  decreased  by 2  per  cent 

Tonnage  increased  by   93  per  cent 

Freight  train  mileage  increased  by 55  per  cent 

That  is  to  say,  tonnage  has  been  increasing  more  rap- 
idly than  the  work  to  be  done  in  hauling  this  ton- 
nage. 

In  Canada,  in  1917,  the  average  haul  of  a  ton  of 
freight  was  256  miles.  With  a  freight  car  moving 
27.3  miles  per  day,  it  thus  took  on  the  average  9 
days  to  make  this  journey.  Assuming  that  as  soon 
as  the  car  ends  this  journey  it  can  start  on  another, 
the  maximum  number  of  trips  it  can  make  in  a  year 
would  be  forty. 

2.  Manifest  freight  attains  high  speeds. — At  the 
same  time  there  has  been  an  increase  in  the  cubical 
contents  space  of  the  car,  and  a  great  increase  in  max- 
imum  tractive   efficiency.     For   example,   a   Grand 
Trunk  engine  built  in  1873  had  a  tonnage  rating  of 
from  300  to  550  tons,  while  an  engine  built  in  1912  for 
the  same  system  had  a  rating  of  from  1,500  to  2,500 
tons.     Time  or  manifest  freight,  that  is  to  say,  higher 
grade  goods  moving  in  train  loads  where  time  is  im- 
portant and  there  is  a  movement  on  a  relatively  fixed 
schedule,  attains  high  speeds.     The  Wabash  moves 
out  of  Sarnia  tunnel  behind  one  engine  2,000  tons  of 
such  freight,  which  goes  forward  at  25  miles  per  hour. 
It  is  evident  that,  in  general,  the  transportation  effi- 
ciency is  far  within  the  maximum. 

3.  Demurrage. — Demurrage  is  a  charge  in  addition 
to  the  rate,  such  charge  being  intended  to  compel 
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prompt  loading  or  unloading  of  cars.  The  word  is 
maritime  in  its  origin ;  as  early  as  the  twelfth  century 
it  was  used  to  express  the  payment  of  detention  of  a 
vessel  beyond  the  normal  time  required  for  loading  or 
unloading.  In  railway  practice,  a  demurrage  charge 
is  not  a  car  rental,  but  a  penalty  charge. 

The  first  car  service  bureau  in  the  United  States 
was  organized  at  Omaha  in  October,  1887.  This  was, 
however,  concerned  only  with  a  cooperative  organiza- 
tion to  deal  with  common  interests.  The  principle  of 
such  a  charge  had  been  recognized  as  early  as  1872. 
In  Canada,  the  principle  of  such  a  charge  was  adopted 
by  the  Canadian  Pacific  and  the  Grand  Trunk  in 
1892;  it  was  subsequently  extended  to  other  railways. 

The  Canadian  Car  Service  Rules  (demurrage)  were 
approved  by  the  Board  in  1906.  Amended  "Cana- 
dian Demurrage"  rules  became  effective,  under  Order 
of  the  Board,  on  August  20th,  1917.  In  both,  there 
is,  in  general,  forty-eight  hours  free  time  allowed  for 
loading  or  unloading  a  car.  There  are  certain  modifi- 
cations of  this  rule.  Lumber  and  hay  are  allowed, 
for  export,  five  days'  free  time  at  Montreal  and  tide- 
water ports.  In  Western  Canada,  under  the  terms 
of  the  Canada  Grain  Act,  twenty-four  hours'  free 
time  for  loading  is  allowed.  Under  the  1906  Order, 
in  the  unloading  of  coal,  coke  and  lime,  in  bulk,  and 
in  the  loading  and  unloading  of  boards,  deals,  and 
scantling  seventy-two  hours'  free  time  are  allowed. 
This  exception  is  not  contained  in  the  1917  Order. 
In  both  Orders,  the  free  time  is  exclusive  of  Sundays 
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and  legal  holidays.  In  both  forms,  when  necessary 
to  clear  Customs,  twenty-four  hours  additional  free 
time  is  allowed  for  this  purpose. 

In  both  sets  of  rules,  when  local  weather  condi- 
tions render  loading  or  unloading  impracticable  dur- 
ing business  hours,  the  time  allowance  is  to  be  so 
extended  as  to  allow  the  full  free  time  of  suitable 
weather.  But  if  the  parties  neglect  to  avail  them- 
selves of  the  period  of  free  time,  no  additional  free 
time  is  allowed. 

Delays  due  to  conditions  over  which  the  consignee 
has  no  control  frequently  cause  trouble.  To  cover 
this,  there  is  a  "bunching"  rule.  Under  the  1906  rule, 
it  is,  in  substance,  provided  that  where  through  rail- 
way conditions  or  the  act  or  neglect  of  the  railway 
or  connecting  railway  or  employes  or  to  railway  acci- 
dents "cars  are  tendered  to  the  consignee  in  numbers 
beyond  his  ascertained  reasonable  ability  to  unload 
within  the  authorized  free  time/'  he  is  to  be  allowed 
such  additional  free  time  as  will  allow  him  with  due 
and  reasonable  diligence  to  unload  the  cars  so  in  ex- 
cess. Under  the  1917  rule,  the  provision  is  that 
where  cars  for  loading  "are  bunched  and  placed 
for  unloading  in  excess  of  daily  orders"  and  in  the 
case  of  unloading  or  reconsigning  "are  delivered  by 
the  line  carrier  in  accumulated  numbers  in  excess  of 
daily  shipments,"  the  shipper  or  consignee,  as  the 
case  may  be,  is  to  have  the  same  free  time  as  he  would 
have  had  if  the  instructions  or  daily  rate  of  shipment 
had  been  lived  up  to. 
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Excess  time  under  the  1906  rules  was  subjected  to 
a  penalty  of  $1.00  per  car  per  day.  Under  the  1917 
rules,  the  penalty  for  the  first  day  is  $1.00;  for  the 
second  $2.00 ;  for  the  third  $3.00 ;  for  the  fourth  $4.00 ; 
for  the  fifth  and  each  succeeding  day  $5.00. 

Each  railway  has  its  own  car-service  officials  and 
department.  In  addition,  there  is  a  Car  Service  Bu- 
reau which  was  organized  in  1906,  and  which  deals 
with  complaints  between  railways  and  with  com- 
plaints from  individuals  as  to  the  amount  of  demur- 
rage assessed. 

4.  Claims  presented. — During  the  year  ending  May 
31st,  1918,  the  Canadian  Demurrage  Bureau  handled 
1.8  millions  of  freight  cars.     This  was  equivalent  to 
handling  all  freight  cars  in  Canada  nine  times  during 
the   year.     The   Canadian   Pacific   and   the   Grand 
Trunk  had  respectively  27.5  and  29  per  cent  of  the 
cars  handled.     The  claims  for  refunds  presented  were 
3536,  involving  $148,000;  74  per  cent  of  this  amount 
was  adjusted. 

5.  Demurrage  and  car  shortage. — The  importance 
of  the  demurrage  rules  is  especially  bound  up  with 
the  question  of  car  shortage,  which  is  a  phenomenon 
that  unfortunately  often  presents  itself  in  the  fall  of 
the  year.     In  the  Canadian  West,  grain  has  to  be 
rushed  to  the  Lake  front  in  as  large  an  amount  as  pos- 
sible before  the  close  of  navigation.     Consequently, 
large  stocks  of  cars  have  to  be  accumulated.     At  the 
same  time,  the  fall  is  a  busy  shipping  season  in  the 
field  of  general  merchandise.     Again,  in  the  trade  be- 
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tween  Canada  and  the  United  States  there  are,  for 
example,  large  movements  of  hay.  If  this  hay  is 
consigned  to  a  readily  congested  terminal,  such  as 
New  York,  the  movement  of  additional  cars  into  the 
New  York  terminals  may  be  stopped  for  a  time.  This 
is  done  by  the  issuance  of  a  notice  known  as  an  em- 
bargo. The  embargo  remains  in  force  until  the  con- 
gestion is  relieved.  In  the  meantime,  the  hay  cajs 
remain  under  load  either  in  the  terminals  or  on  the 
road.  A  car  may  be  tied  up  in  this  way  for  two  or 
three  months. 

While  it  is  the  intention  of  the  rules  that  a  car  shall 
be  placed,  loaded  or  unloaded  in  as  short  a  time  as 
possible,  with  the  free  time  as  a  maximum,  it  is  possi- 
ble that  the  full  free  time  may  be  taken  up.  The 
average  freight  haul  in  1917  was  2.56  miles.  At  an 
assumed  running  speed  of  10  miles  per  hour  this 
would  take  1.06  days.  This  leaves  88  per  cent  of  the 
time  taken  in  the  average  freight  car  trip  to  be  ac- 
counted for  by  free  or  free  and  excess  time  under  the 
demurrage  rules  and  railway  detentions. 

6.  A  matter  of  controversy. — There  are  mutual  re- 
criminations over  car  detentions.  In  the  period  July 
1  to  December  15,  1912,  lines  west  of  Port  Arthur 
had  9,289  cars  held  in  excess  of  five  days  over  free 
time,  on  which  there  were  106,034  days'  detention. 
A  detention  of  as  high  as  152  days  was  noted  in  one 
case.  The  total  number  of  days'  detention  was  equal 
to  10,600  additional  freight  car  trips  which  might  have 
been  performed  in  the  period  covered.  If  further, 
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the  five  days  over  free  time  were  taken  into  considera- 
tion, the  total  number  of  days'  detention  would  be 
equivalent  to  15,200  additional  car-trips;  this  was 
equivalent  to  an  addition  of  10  per  cent  to  the  car  sup- 
ply. On  the  other  hand,  shippers  furnished  many  ex- 
amples of  delays  in  transit.  Between  Hawkesbury 
and  Hull,  a  distance  of  88  miles,  9  days  were  taken  in 
transit,  and  between  Hawkesbury  and  Toronto,  a  dis- 
tance of  348  miles,  15  days.  The  average  time  of 
transit  for  65  cars,  between  Alberta  points  and  the 
head  of  the  Lakes,  was  56  days.  Complaints  were 
also  made  by  the  shippers  of  delays  in  placing  cars, 
as  well  as  of  delays  in  moving  cars  under  loads;  ex- 
amples of  two,  three  and  more  days'  delay  in  lifting  a 
car  after  it  was  loaded  were  given. 

In  the  figures  of  western  lines  already  referred  to 
analysis  points  to  delays  in  terminals  as  an  important 
factor.  The  figures  of  the  California  demurrage  bu- 
reau show  that  San  Francisco,  Oakland  and  Los 
Angeles,  with  24.59  per  cent  of  the  cars  handled,  had 
36.25  per  cent  of  the  cars  held  over  time  and  incurred 
34.23  per  cent  of  the  demurrage  charges.  While  the 
railways  contend  that  they  have  increased  their  ter- 
minal facilities  in  excess  of  the  unloading  facilities  of 
the  consignees,  the  admonition  of  the  Grand  Trunk 
to  its  yardmasters  and  yardmen  is  pertinent :  Expedite 
movement  "by  realizing  that  a  yard  is  a  place  to  get 
cars  out  of,  not  a  place  to  get  cars  into."  Delays 
in  transit  may,  in  the  case  of  a  single  track  road,  be 
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due  to  inadequate  side  track  accommodation.  If  the 
terminals  of  such  a  road  are  congested  the  cars  block 
up  back  on  the  line. 

7.  Higher  demurrage  charges. — Urging  that  the 
present  charge  is  not  a  sufficient  deterrent,  the  rail- 
ways point  to  the  fact  that  the  value  of  the  car  to  the 
railway  has  increased.  When  the  dollar  rate  was  first 
struck  in  the  United  States,  in  1872,  the  normal  car 
held  fifteen  tons  and  had  an  average  load  of  about  six 
tons.  Now  there  are  30-ton  cars  with  an  average  load 
of  twenty-two  tons.  They  point  out  that  in  Canada 
the  average  daily  earnings  of  a  freight  car  are  $2.52, 
and  that  the  demurrage  charges  should  be  commen- 
surate. The  shippers  rejoin  that,  when  operating 
expenses  are  deducted,  a  car  nets  about  $1.05  a  day. 
The  higher  demurrage  charges  provided  for  in  1917 
were  intended  by  increased  penalty  to  force  quicker 
car  handling  by  consignors  and  consignees. 

In  California,  as  a  result  of  the  congestion  of  the 
San  Francisco  and  Oakland  terminals  after  the  earth- 
quake, high  demurrage  rates  were  adopted.  These 
became  general,  and  so  between  July,  1909,  and  April, 
1911,  there  was  a  rate  of  $6  per  day  on  the  intra- 
state  traffic,  while  on  interstate  traffic  the  rate  was 
$1.  In  March,  1911,  98.12  per  cent  of  the  cars  in 
state  traffic  were  released  in  the  free  time,  while  on 
interstate  traffic  the  percentage  was  94.79  per  cent. 
The  excess  over  free  time  on  the  state  rate  was  1  day, 
while  on  the  interstate  traffic  it  was  2.15  days.  In 
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May,  1911,  a  $3  rate  went  into  force  on  the  state 
traffic.  The  same  rate  was  adopted  on  the  interstate 
traffic  in  February,  1913. 

In  August,  1913,  the  percentage  released  in  free 
time  on  state  traffic  was  98.12  per  cent,  while  on 
interstate  traffic  it  was  97.20  per  cent.  A  consider- 
able part  of  the  difference  is  due  to  the  fact  that 
on  the  state  movement  the  originating  road  has  better 
control  of  the  movement.  Further,  in  California,  a 
great  part  of  the  movement  is  concerned  with  one- 
line  hauls  on  which  the  originating  carrier  has  con- 
trol thruout.  On  the  interst^e  movement  there  are 
delays  in  connection  with  "order"  shipments,  delivery 
of  coal  direct  from  track  to  the  consumer  and  con- 
tractors' supplies  shipped  in  advance  of  actual  de- 
mand therefor. 

The  Pacific  Car  Demurrage  Bureau,  in  its  brief  be- 
fore the  Interstate  Commerce  Commission  in  1912, 
quoted  the  manager  of  the  Weed  Lumber  Company 
of  San  Francisco: 

Since  the  demurrage  rate  of  $6  per  car  went  into  effect  in 
1909,  and  later  reduced  to  $3,  reasonable  terms  of  loading 
and  discharging  being  allowed,  we  have  had  a  fairly  abun- 
dant supply  of  cars,  even  in  the  most  restricted  season  of 
the  year  when  the  crops  were  moving.  To  my  mind  the 
demurrage  charge  of  $6  per  day,  after  reasonable  time  al- 
lowed for  loading  or  discharging,  would  be  more  advan- 
tageous to  the  shipper  than  a  lower  rate,  because  of  the  fact 
that  it  would  keep  equipment  from  being  used  for  storage 
purposes  and  keep  it  free  for  transportation  purposes. 

8.  Special  delays  occur  in  unloading. — A  special 


MOVING  THE  TRAFFIC  263 

report  for  the  four  months  ending  May  31, 1916  shows 
that  under  the  demurrage  rate  of  $3  per  day,  1.74  per 
cent  of  the  cars  in  California  were  held  over  free  time. 
The  especial  delay  was  in  unloading.  More  than  half 
the  total  number  of  cars  were  held  for  loading;  but 
less  than  one  per  cent  of  these  were  held  overtime; 
whereas  2.82  per  cent  of  the  cars  held  for  unloading 
were  held  overtime.  In  California,  34  per  cent  of  the 
cars  held  overtime  contained  hay,  potatoes,  grain, 
fruits  and  vegetables,  i.e.,  commodities  held  for  market 
conditions.  Sand,  rock,  cement,  etc.,  made  up  7  per 
cent  more,  while  coal  represented  3  per  cent  and  auto- 
mobile cars  4  per  cent. 

9.  Average  demurrage. — While  the  railways  have 
made  suggestions,  as  indicated,  for  the  improvement 
of  the  demurrage  situation,  the  shippers  have  from 
time  to  time  made  recommendations  that  either  aver- 
age demurrage  or  reciprocal  demurrage  should  be 
adopted. 

Under  the  national  demurrage  rules  of  the  United 
States  it  is  provided  that  when  the  shipper  so  elects, 
and  gives  assurance  of  prompt  payment  to  the  rail- 
way, the  demurrage  charges  may  be  settled  on  a 
monthly  balance  of  debits  and  credits  worked  out  as 
follows:  a  credit  of  one  day  at  a  rate  of  $1  per  day 
is  given  for  each  car  released  within  the  first  twenty- 
four  hours  of  free  time;  a  debit  of  one  day  is  charged 
for  each  car  held  for  each  day  or  portion  thereof  that 
the  car  is  held  beyond  free  time.  In  no  case  is  a  credit 
of  more  than  one  day  allowed  on  any  one  car,  nor  may 
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more  than  five  days'  credit  be  allowed  in  cancelation 
of  debits  accruing  on  any  one  car.  If  there  is  an  ex- 
cess of  credits,  no  payment  is  made  therefor.  The 
credits  of  one  month  do  not  apply  on  a  subsequent 
month.  When  a  shipper  elects  the  average  system 
he  has  not  the  advantage  of  the  allowances  in  respect 
to  weather  conditions  and  "bunching"  which  are  avail- 
able to  those  using  the  straight  demurrage  rules. 

Those  who  argue  for  an  average  arrangement  treat 
the  free  time  allowance  per  car  as  a  matter  of  right  to 
which  each  shipper  is  entitled.  A  representative  of 
the  Canadian  branch  of  the  International  Harvester 
Company  testified  that  the  company's  yard  tracks 
could  be  worked  more  efficiently  under  the  average 
system.  Instead  of  the  extra  switching  necessary  in 
order  to  get  out  a  car  in  the  order  of  date  and  thus 
save  demurrage  the  car  could  be  used  regardless  of 
date  of  arrival. 

In  a  summary  way  the  arguments  advanced  for 
average  demurrage  are :  it  means  the  more  rapid  plac- 
ing of  cars  for  loading  or  unloading,  thus  effecting  a 
saving  on  the  cost  of  handling  by  the  railways;  cars 
will  be  emptied  faster  and  will  be  placed  at  the  dis- 
posal of  the  carriers  earlier,  and  not  only  the  receiver 
who  takes  an  interest  in  releasing  his  cars,  but  every 
shipper,  will  be  benefited;  and  it  will  remove  the  fric- 
tion which  frequently  arises  between  the  carriers  and 
the  receivers  in  respect  of  weather  interference  and 
bunching  in  transit.  The  railways  contend  that  the 
maximum  free  time  is  intended  simply  to  give  a  maxi- 
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mum  reasonable  time  to  cover  not  only  those  who  have 
good  unloading  facilities,  but  also  those  who  have 
poorer  facilities,  and  that  the  shipper  should  use  only 
so  much  time  as  is  necessary.  In  dealing  with  the 
relation  of  detention  to  car  shortages  the  Georgia 
Railroad  Commission  said  in  1912: 

While  certain  free  time  is  allowed  for  loading  and  unload- 
ing cars,  this  does  not  necessarily  mean  that  it  ought  to  be 
consumed  in  every  instance  and  regardless  of  other  consid- 
erations or  circumstances.  Cars  should  be  loaded  and  un- 
loaded as  promptly  as  possible  after  being  placed.  It  is 
not  fair  to  the  carriers  or  other  shippers  to  hold  them  for 
8  hours,  just  because  one  has  that  much  free  time  by  law, 
when  they  could  just  as  well  be  handled  in  6  or  12  hours. 

In  a  paper  presented  before  the  National  Associa- 
tion of  Railway  Commissioners,  at  Washington,  on 
October  30,  1913,  Mr.  James  O.  Klapp,  the  manager 
of  the  Wisconsin  Demurrage  Bureau,  said: 

As  a  concrete  example  of  the  working  of  this  rule,  we  call 
your  attention  to  the  comparative  results  of  two  large  firms 
in  the  City  of  Milwaukee,  who  are  working  under  the  aver- 
age agreement. 

Average  Delay 

Number  Days  Per  Car 

of  Cars          Delayed         Per  Day 

Under  straight  demurrage!     QQQQ  3339  Q.79 

March  and  April,  1910.  ./ 

Under  average  agreement!     ^^  ^Z5  IM 

March  and  April,  1912 .  .  J 

Delay  under  the  average  agreement  exceeds  delay  under  the 
straight  demurrage  rules  0.67  days  per  car  per  day — actual 
loss  in  efficiency  2,543  car  days  for  the  two  months. 

10.  Reciprocal  demurrage. — Under  the  Railway 
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Act  the  Board  is  specifically  given  power  to  deal  with 
reciprocal  demurrage.  Under  reciprocal  demurrage 
the  railways  are  penalized  in  the  same  way  as  the  ship- 
pers. The  penalty  may  be  for  delay  in  supplying  a?j 
car  or  for  delay  of  the  car  in  transit,  or  both.  Appli- 
cations in  this  connection,  take  on  two  forms.  One 
demands  that  the  railway  should  be  required,  under 
penalty,  to  place  cars  for  loading  within  forty-eight 
hours  after  they  are  ordered;  to  lift  the  cars  within 
twenty-four  hours  after  notification  of  loading;  and 
to  place  cars  for  delivery  at  destination  within  forty- 1 
eight  hours  after  arrival.  The  second  application* 
requires  that,  in  addition  to  these  conditions,  the  rail- 
way should  also  be  penalized  if  it  does  not  transport 
each  loaded  car  a  fixed  distance,  say  one  hundred  miles 
per  day,  twenty-four  hours  additional  being  allowed 
to  complete  transfer  from  one  line  to  another,  when 
necessary. 

The  argument  for  reciprocal  demurrage  from  the 
standpoint  of  its  analogy  to  the  ordinary  demurrage 
charge  has  been  very  well  put  by  Mr.  J.  E.  Walsh, 
Traffic  Manager  of  the  Canadian  Manufacturers'  As- 1 
sociation : 

If  it  is  fair    (and  we   say   that  under  ordinary  circum-  > 
stances  it  is  fair)  and  in  the  public  interest  that  a  charge 
should  be  made  when  freight  cars   are  detained  in  loading 
and  unloading  in  order  that  they  may  be  kept  available  for'? 
service,  it  is  reasonable  to  expect  that  the  railways  should 
be  subject  to  a  similar  penalty  when  they  delay  cars,  entail- 
ing serious  loss  to  the  public. 
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The  shippers  ask  for  reciprocal  demurrage,  not  from 
a  desire  to  collect  the  penalty,  but  to  insure  car  supply. 
The  advantages  claimed  for  it  are  threefold:  that  it 
will  expedite  supplying  cars,  that  it  will  hasten  move- 
ment in  transit,  and  that  it  will  insure  greater  prompt- 
ness in  delivery  after  arrival. 

The  railways  say  in  substance:  it  is  not  demurrage 
and  it  is  not  reciprocal.  They  hold  that  delays  may 
be  attributable  to  lack  of  care  in  ordering  cars.  For 
example,  at  a  grain-shipping  point  forty-six  appli- 
cants may  book  orders  for  cars  to  be  placed  on  one  day 
at  a  grain  elevator.  At  a  country  elevator  it  is  a  good 
day's  work  to  load  four  cars.  Therefore,  penalties 
would  accrue,  when,  if  orders  had  been  spread  out,  no 
such  forfeitures  would  be  invoked.  It  is  contended 
that  in  times  of  especially  active  car  movement  it 
would  be  unreasonable  to  require,  under  penalty,  a 
supply  of  cars  in  forty-eight  hours.  The  delays  are 
attributed,  in  great  part,  to  the  insufficient  warehous- 
ing facilities  of  shippers  who  find  it  cheaper  to  hold 
goods  in  cars  at  a  penalty  of  $1  per  day  than  to  sup- 
ply warehouses. 

The  railways  urge  that  while  allowance  is  proposed 
for  the  time  taken  in  transferring  from  one  line  to 
another,  equally  great  allowance,  if  not  greater, 
should  be  made  for  passing  thru  terminals  where  the 
breaking  up  of  trains  and  reclassifying  of  cars  neces- 
sitates delays.  It  is  claimed  that  there  is  no  reciproc- 
ity as  between  a  penalty  charge  on  a  car  which  the  rail- 
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way  owns  and  a  fine  on  a  car  which  the  shipper  hires. 
It  is  further  contended  that  reciprocal  demurrage 
would,  by  collusive  arrangements,  open  up  the  way 
for  rebating,  since  it  would  be  possible  to  allow  a 
favored  shipper  to  have  cars  even  tho  it  were  known 
that  the  terms  on  which  they  were  ordered  under  the 
reciprocal  demurrage  could  not  be  adhered  to.  In 
respect  to  mileage  requirements  the  railways  quoted 
the  following  average  daily  movements  during  the 
grain  shipping  season  at  the  end  of  1911: 

Sept.  Oct.  Nov.          Dec. 

Great  Northern 27.7  31  24.8  20.2 

Northern  Pacific    24.4  27.2  24.1  20.1 

Grand  Trunk  Pacific 25.4  25.6  25.5  26.9 

Canadian  Pacific  (W.  Lines).   33.97  35.51  28.38  26.04 

and  they  contend  that  the  requirement  of  a  defined 
mileage  per  day,  irrespective  of  climatic  and  other 
conditions  over  which  they  have  no  control,  would  be 
unfair  and  unworkable. 

11.  Railway  interrelations  and  per  diem  charge  — 
The  large  development  of  thru  business  leads  to  cars 
under  load  going  to  foreign  lines.  The  American 
Railway  Association  has  a  code  of  Car  Service  Rules 
and  per  diem  charges.  The  leading  Canadian  roads 
are  members  of  this  association.  The  essential  rules 
covering  the  homeward  movement  of  foreign  cars,  i.  e., 
cars  of  another  line,  are  that  foreign  cars  must  be 
promptly  returned  to  their  owners  loaded  (via  any 
route)  so  that  the  home  road  will  participate  in  the 
freight  rate;  or  loaded  to  the  road  from  which  origi- 


MOVING  THE  TRAFFIC  269 

nally  received,  if  such  loading  is  in  the  direction  of 
the  home  road,  but  not  otherwise;  or  loaded  to  an 
intermediate  road  in  the  direction  of  the  home  road; 
or  loaded  in  local  service  in  the  direction  of  any  junc- 
tion point  with  the  home  road.  There  is  a  per  diem 
charge  in  the  case  of  foreign  cars.  This  charge,  which 
has  varied  from  time  to  time,  was,  before  December, 
1916,  45  cents.  It  was  then  raised  to  75  cents  and 
provision  was  made  that  it  might,  for  short  periods, 
be  raised  to  $1.25.  It  is  now  60  cents.  This  charge 
is  not  analogous  to  the  demurrage  charge,  for,  in  addi- 
tion to  the  per  diem,  the  home  road  participates  in  the 
rate  when  the  car  has  moved  off  its  own  lines  under  a 
thru  rate  or  moves  on  its  own  lines  under  a  thru  rate. 

The  box  car  has  been  called  a  "legal  tender"  car 
since  it  is  a  car  of  general  and  interchangeable  service 
on  any  line.  It  would  seem  justifiable,  with  a  view  to 
preventing  car  shortage,  to  equalize  car  equipment 
thru  a  car  pool.  At  present,  the  road  which  is  short 
of  equipment  may,  notwithstanding  the  rules,  steal 
foreign  equipment  that  happens  to  be  on  its  lines,  since 
it  is  cheaper  to  pay  per  diem  than  own  cars.  As  a 
further  development  of  this,  by  means  of  building  a 
standard  box  car — altho  such  cars  are  not  far  apart 
in  standards  today — the  building  of  cars  in  quantity 
would  enable  them  to  be  turned  out  at  a  lower  price. 

The  enforcement  of  the  rules  as  to  prompt  return 
of  cars  is  in  the  hands  of  a  commission  of  the  Ameri- 
can Railway  Association.  The  rules  applying  are  as 
follows — a  road  diverting  a  foreign  car  shall  pay  to 
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the  owner  the  sum  of  $5,  in  addition  to  the  per  diem, 
and  shall  report  this  as  a  separate  item  for  the  month 
in  which  the  car  was  diverted.  When  the  diversion 
charge  of  $5  is  not  reported  to  the  car  owner  within 
six  months  from  the  last  day  of  the  month  in  which 
it  accrues  the  penalty  is  $10. 

The  Canadian  railways  have  two  general  associa- 
tions— the  Canadian  Freight  Association  and  the  Ca- 
nadian Passenger, Association.  These  deal  with  mat- 
ters of  general  concern;  for  example,  in  the  case  of 
the  Passenger  Association,  excursion  rates  and  bag- 
gage rules;  in  the  case  of  the  Freight  Association, 
classification,  general  switching  tariffs,  and  tariffs  of 
general  scope. 

12.  Inter  switching. — To  reach  a  destination  on  a 
two-line  movement  a  short  haul  in  the  terminals,  at 
destination,  of  the  second  carrier  may  be  necessary. 
This  involves  interswitching.  An  Order  of  the  Board 
issued  in  1908  provided  a  general  tariff  for  inter- 
switching  within  a  four-mile  distance.  The  line  car- 
rier was  permitted  to  absorb  the  toll  for  the  inter- 
switching  of  competitive  traffic. 

A  toll  of  20  cents  per  ton  with  a  minimum  of  $3  and 
a  maximum  of  $8  per  car  was  provided.  Where,  sub- 
sequent to  shipment,  a  reconsignment  service,  involv- 
ing the  use  of  the  terminal  of  the  second  carrier  was 
asked  for,  the  full  charge  fell  upon  the  consignor  or 
consignee.  When  the  shipment,  as  billed,  involved 
the  use  of  the  terminals  of  the  second  carrier,  the  line 
carrier,  as  enjoying  the  benefit  of  the  line  haul,  and 
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so  escaping  the  terminal  charges,  was  required  to 
absorb  one-half  of  the  toll. 

By  a  General  Order  effective  January  1st,  1919, 
provision  is  made  not  only  for  tariff  charges  but  also 
for  the  service  being  compulsory.  On  shipments 
to  private  sidings,  the  general  rate  remains  unchanged. 
The  maximum  is  removed.  While  the  mininum  per 
car  is  unchanged  on  freight  in  classes  seven  to  ten,  it  is 
fixed  at  $5  per  car  in  the  higher  classes.  Under  the 
former  Order,  the  line  carrier  was  not  required  to  re- 
duce its  revenue  below  $8  per  car;  this  figure  is  now 
fixed  at  $12. 

The  present  Order  applies  to  team  tracks  as  well. 
These  were  not  included  in  the  former  Order.  On 
the  ground  of  public  convenience,  team  tracks  are 
opened  to  interswitching.  .The  rate,  however,  is 
double  that  set  out  above  and  there  is  a  minimum  of 
$6  per  car.  The  line  carrier  has  to  absorb  one-half 
the  rate. 

While  the  inters  witch  movement  requires  the  ad- 
ditional service  of  an  intermediate  carrier,  there  is 
authorized  for  this  a  charge  of  $3  per  car  up  to  three 
miles  and  $3.50  up  to  four  miles. 

13.  Industrial  sidings. — A  consignor  or  consignee 
handling  carload  lots  may  ship  or  receive  freight  on 
the  railway  team  tracks  or  he  may  handle  his  business 
on  a  siding  or  industrial  track  of  his  own.  Where 
raw  material  is  being  brought  in  for  manufacturing,  it 
is  an  advantage  to  unload  it  at  the  plant  with  a  single 
break  bulk  movement.  Again,  as  at  the  plant  of  the 
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International  Harvester  Company  in  Hamilton, 
when  shipments  of  agricultural  implements  are  being 
made  to  the  Northwest,  it  is  an  advantage  to  have 
the  loading  to  the  cars  done  at  the  plant,  for  this 
method  economizes  both  time  and  money. 

To  the  shipper  or  the  consignee  engaged  in  a  busi- 
ness of  some  volume,  the  industrial  siding  has  become 
almost  an  essential. 

Under  the  Railway  Act,  a  railway  may  be  autho- 
rized by  the  Board  to  build  such  branch  lines  not  ex- 
ceeding six  miles  in  length.  When  an  individual  or 
an  industry  desires  to  obtain  an  industrial  siding,  ap- 
plication is  made  to  the  railway,  and  a  statement  is 
made  is  to  what  traffic  and  how  much  of  it  will  prob- 
ably be  handled.  At  the  time  of  application  to  the 
Board,  the  municipality  has  to  be  notified  if  any  street 
crossing  is  involved. 

Each  railway  has  a  standard  form  of  siding  agree- 
ment which  the  applicant  has  to  sign.  The  work  of 
construction  is  performed,  and  all  material,  except 
rails,  fastenings,  spikes,  etc.,  is  supplied  by  the  appli- 
cant, unless  he  desires  the  railway  to  do  it  at  his 
expense.  The  applicant  has  also  to  secure  the  right 
of  way. 

For  the  movable  material,  i.  e.,  rails,  etc.,  so  fur- 
nished, the  applicant  pays  a  specified  yearly  rent. 
Rates  being  as  good  and  service  being  as  satisfactory 
as  on  the  other  lines,  the  applicant  is  to  ship  over  the 
lines  of  the  railway  with  which  agreement  is  made. 
The  railway  is  to  have  the  use  of  the  siding  so  far  as 
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not  needed  by  the  applicant ;  and  may  also  permit  the 
use  of  it  by  others  upon  proper  compensation  to  the 
applicant;  any  dispute  about  compensation,  in  de- 
fault of  payment,  is  to  be  settled  by  the  Board. 

Provision  is  made  for  terminating  the  agreement  in 
the  case  of  default  in  payment  of  rent.  Either  party 
may  also  terminate  the  agreement  on  two  months' 
notice,  provided  the  permission  of  the  Board  has  been 
obtained. 

When  the  railway  and  the  applicant  cannot  agree 
regarding  a  siding  to  an  industry,  established  or  to 
be  established,  the  Board  may  order  the  construction 
at  the  expense  of  the  applicant,  with  provision  for  re- 
fund of  such  cost  out  of  the  freight  rates  collected. 

14.  The  work  of  the  claims  department. — Claims 
may  arise  from  train  collisions  and  derailments,  break- 
age, pilferage,  leakage,  soakage,  weather  conditions, 
non-delivery  or  delayed  delivery,  overcharges  due 
to  erroneous  rate  quotations,  misclassifications,  errors 
in  way-billing,  weighing.  There  are  also  claims  aris- 
ing from  accidents  to  passengers  and  claims  for  cattle 
killed  on  the  tracks.  These  are  simply  mentioned 
here.  The  Canadian  Pacific  deals  with  about  55,000 
claims-  a  year,  the  Grand  Trunk  with  about  58,000. 

There  is  probably  no  department  of  the  railway 
service  which  has  a  greater  opportunity  to  create  fric- 
tion, or  a  better  opportunity  thru  the  exercise  of 
tact  to  prevent  friction.  Shippers  constantly  com- 
plain that  there  are  undue  and  unreasonable  delays  in 
connection  with  the  settlement  of  claims.  The  rail- 
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ways  respond  that  while  they  use  every  endeavor  to 
settle  claims,  there  are  of  necessity  delays  in  settle- 
ment. While  many  claims  are  made  in  good  faith, 
there  are  others  that  are  fraudulent;  and  so  all  must 
be  tested. 

In  case  of  claims  arising  in  connection  with  move- 
ments local  to  the  line,  the  matter  should  be  promptly 
sifted  and  settled.  But  when  two  or  more  lines  are 
involved  in  the  haul  there  is  a  reason  why  greater  de- 
lays may  take  place.  It  has  been  contended  by  ship- 
pers that  interest  should  be  allowed  on  claims  after  a 
certain  date.  It  is  further  maintained  that  the  ex- 
pense bill  should  give  more  detail  as  to  advance 
charges  of  other  lines  and  the  additional  charges,  if 
any.  While  it  is  the  regulation  of  the  railways  that 
as  full  information  as  possible  should  be  given  on  the 
expense  bill,  in  various  instances  the  absence  of  it  has 
made  it  difficult  for  the  shipper  to  check  the  items. 
If  claims  cannot  be  satisfactorily  settled  they  have  to 
be  dealt  with  in  the  courts. 

In  a  hearing  before  the  Board  an  exhibit  was  sub- 
mitted by  the  Canadian  Northern  for  its  lines  west  of 
Port  Arthur,  setting  out  the  disposition  of  claims  filed 
on  account  of  error  in  rates,  weight,  classification,  or 
accounting.  For  one  year,  the  following  details  were 
presented : 

Claims  received,  local 1962 

Claims  received,  foreign 1423 

3385 
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Adjustment  made  as  follows: 

Local — 

16    %  adjusted  in  less  than    7  days 
21.8%  adjusted  in  less  than  14  days 
9.3%  adjusted  in  less  than  21  days 
11.1%  adjusted  in  less  than  30  days 
41.8%  adjusted  beyond  30  days 
13.3%  took  over  3  months  to  adjust. 
Mean  average — 28  days 

Foreign — (refers  to  claims  on  joint  business)  : 
9.3%  adjusted  in  less  than    7  days 
10.5%  adjusted  in  less  than  14  days 
5.7%  adjusted  in  less  than  21  days 
8.4%  adjusted  in  less  than  30  days 
6.61%  adjusted  beyond  30  days 
37.3%  took  over  3  months  to  adjust. 
Mean  average — 37  days 

REVIEW 

Explain  the  meaning  of  the  word  demurrage,  as  it  is  used  in 
this  Text.  What  are  the  rules  in  regard  to  demurrage? 

What  is  the  connection  between  demurrage  and  car  shortage? 

What  are  the  arguments  advanced  in  favor  of  higher  demur- 
rage charges? 

Give  the  arguments  in  support  of  an  average  demurrage  rate. 

Discuss  the  question  of  reciprocal  demurrage. 

Summarize  the  subject  of  interswitching;  of  industrial  sidings. 


CHAPTER  XYII 

EXPRESS  SERVICE 

1.  Express  service  and  its  scope. — Express  service  1 
is  an  expedited  freight  service  carried  on  passenger 
trains  under  the  personal  care  of  an  express  messen- 
ger. In  addition,  there  is,  in  the  case  of  towns  and 
cities,  either  a  delivery  or  a  pick-up  and  delivery  serv- 
ice. While  it  is  a  freight  service,  the  companies  per- 
forming the  service  do  not  own  the  means  of  trans- 
portation, as  in  the  case  of  ordinary  freight  carriers. 
They  enter  into  contractual  relations  with  the  railways 
for  the  purchase  of  space  for  the  carriage  of  goods. 
While  the  railway  has  a  large  investment  of  capital  in 
a  fixed  form  in  roadbed  and  cars,  the  express  com- 
pany's investment  is  concerned  for  the  most  part  with 
office  space,  horses,  wagons,  or  motor  vehicles  for  per- 
forming pick-up  and  delivery  service. 

The  express  service  covers  not  only  the  carriage  of 
high-grade  parcel  freight,  but  also  that  of  articles  of 
food  and  drink.  Not  only  are  packages  carried ;  pro- 
vision is  also  made  for  the  movement  of  horses  in  car- 
loads as  well  as  for  refrigerator  car  service  in  the 
case  of  fish  and  fruit.  Provision  is  made  for  the  ship- 
ment of  currency,  bullion,  gold  and  silver  coin,  pre- 

i  There  were  2856  filings  of  express  tariffs  with  the  Board  in  1917-18. 
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cious  stones,  valuable  papers  and  securities.  A 
banking  business  is  done  thru  the  issuance  of  money 
orders.  The  returns  from  C.  O.  D.  shipments  are 
also  collected  and  returned  to  the  consignor. 

The  movement  is  not  limited  to  one  country  alone, 
foreign  shipments  also  being  handled.  In  addition, 
various  other  services  are  rendered.  The  wide  scope 
of  these  is  set  out  in  the  following  extract  from  a 
special  report  made  by  the  Interstate  Commerce  Com- 
mission in  1909: 

Commodities  of  all  kinds  are  bought  and  transported  on 
orders  and  are  likewise  transported  and  sold  on  orders.  To 
care  for  and  extend  this  branch  of  the  business  properly,  the 
various  companies  maintain  order  and  commission  depart- 
ments. .  .  .  Express  business  is  carried  on  thru  order 
and  commission  departments  in  four  different  ways,  viz.,  (1) 
a  patron  may  order  any  commodity,  subject  to  express  ship- 
ment, which  will  be  purchased  by  the  company's  agent  and 
transported  to  him  for  express  charges;  (2)  a  patron  may 
deliver  any  commodity,  subject  to  express  shipment,  to  an 
agent  of  the  company,  to  be  transported  to  a  certain  buyer 
and  the  agreed  sale  price  to  be  collected,  and  transmitted  to 
the  shipper  for  express  and  money  order  charges;  (3)  a  pa- 
tron may  deliver  any  commodity,  subject  to  express  ship- 
ment, to  an  agent  of  a  company  who  will  undertake  to  sell  it 
thru  other  express  agents  to  the  best  advantage  on  shippers' 
account  and  transmit  the  proceeds  for  express  and  money 
order  charges;  (4)  a  patron  may  request  an  express  agent 
to  perform  any  reasonable  commission,  such  as  collecting 
tolls,  filing  papers  for  record,  redeeming  pledges,  etc.,  which 
will  be  undertaken  by  the  company  for  agreed  charges. 

The  report  continues  by  stating  that  the  express 
agent  will  enter  and  clear  articles  at  custom  houses, 
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transport  goods  in  bond,  exchange  foreign  money, 
redeem  pawned  articles,  pay  gas  bills,  and  "in  short, 
will  attend  to  any  legitimate  business  transaction  as 
the  customer's  agent." 

2.  Early  history  of  express  companies. — In  the 
early  days  of  railway  travel  in  the  United  States,  espe- 
cially between  New  York  and  Boston,  there  grew  up 
in  the  case  of  food  supplies  a  spasmodic  traffic  of  con- 
venience. In  some  cases  a  friend  in  one  city  would 
send  to  a  friend  in  another  a  package,  basket,  or 
bundle  which  some  passenger  would  undertake  to  look 
after  on  the  way ;  or  sometimes  the  conductor  or  bag- 
gageman would  undertake  the  service  for  a  considera- 
tion. Under  such  conditions,  all  the  risks  of  loss  thru 
lack  of  care,  as  well  as  all  the  risks  incidental  to  trans- 
portation, had  to  be  borne  by  the  shipper. 

In  1839,  the  modern  express  service  began  in  the 
venture  of  William  Herndon,  who  undertook  to  carry 
packages  between  New  York  and  Boston  at  fixed 
rates.  He  entered  into  an  agreement  with  the  Boston 
and  New  York  Transportation  Company,  a  water 
carrier,  and  the  Storiington  and  Providence  Railway, 
whereby  he  obtained  certain  privileges  for  carrying  on 
an  express  business.  By  the  former  company,  he  was 
granted  the  right  to  transport  in  the  steamers  of  the 
company  between  New  York  and  Providence,  via 
Newport  and  Stonington  "not  to  exceed  once  in  each 
day  from  New  York  and  from  Providence,  and  as  less 
frequently  as  the  boats  run  between  and  from  said 
places,  one  wooden  crate,  of  the  dimensions  of  five 
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feet  by  five  feet  in  width  and  height  and  six  feet  in 
length  (contents  unknown)  until  the  31st  day  of  De- 
cember 1839."  The  nature  and  extent  of  this  under- 
taking may  be  gathered  from  advertisements  pub- 
lished in  two  Boston  papers  in  the  latter  part  of  1839, 
in  which  he  stated  that  he 

will  run  a  car  through  from  Boston  to  New  York  and  vice 
versa  via  Stonington,  with  mail  train,  daily,  for  the  purpose 
of  transporting  specie,  small  packages  of  goods,  and  bundles 
of  ail  kinds.  Packages  sent  by  this  line  will  be  delivered 
on  the  following  morning,  at  any  part  of  the  city,  free  of 
charge.  A  responsible  agent  will  accompany  the  car,  who 
will  attend  to  purchasing  goods,  collecting  drafts,  notes 
and  bills,  and  will  transact  any  other  business  that  may  be 
entrusted  to  his  charge. 

In  1855,  the  American  Railroad  Journal  strongly 
urged  that  the  express  business  should  be  done  by  the 
railway  without  the  use  of  any  intermediary.  There 
were  still,  however,  difficulties  in  the  way  of  thru  lines 
of  traffic,  altho  the  consolidation  of  the  various 
small  lines  was  already  under  way.  The  American 
Express  Company  was  founded  in  1850  as  a  result  of 
the  consolidation  of  two  private  companies.  In  1854, 
Herndon's  Company  and  three  others  were  consoli- 
dated into  the  Adams  Express  Company.  In  the 
same  year  the  United  States  Express  Company  was 
organized.  The  discovery  of  gold  in  California  in 
1849  led  to  the  creation  of  various  pony  express  com- 
panies. The  companies  so  organized  were  consoli- 
dated in  1866  under  the  name  of  the  Wells  Fargo 
Company.  In  general,  it  may  be  said  that  in  the 
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United  States  the  handling  of  express  business  by  ex- 
press companies  was  well  established  at  the  outbreak 
of  the  Civil  War. 

3.  Express  companies  in  Canada. — In  the  United 
States  the  express  companies  grew  up  independently 
of  the  railways.  They  have  in  later  years  come  into 
very  close  relationship  with  them.  In  various  cases 
the  holdings  of  stock  in  express  companies  by  particu- 
lar railway  groups  gave  the  interests  controlling 
these  practical  control  of  the  express  companies  as 
well.  In  Canada,  from  the  outset,  the  express 
companies  have  been  the  creations  of  the  railway 
companies. 

There  are  operating  in  Canada  today  various  Amer- 
ican express  companies,  under  the  name  of  the  Amer- 
ican Railway  Express  Company.  The  Canadian 
Companies  are  the  Dominion,  Canadian,  Canadian 
Northern,  and  British  America. 

The  Canadian  Express  Company  was  organized  in 
1865  with  a  nominal  capital  of  $500,000,  subscribed 
capital  of  $275,200,  of  which  10  per  cent  was  paid  in. 
The  capital  stock  of  the  company  was  purchased 
in  1891  by  the  Grand  Trunk  for  $660,000  in  cash. 
The  stock  of  the  company  is  held  in  trust  for  the 
Grand  Trunk  by  a  body  of  trustees  who  are  all  di- 
rectors of  the  Grand  Trunk. 

The  Dominion  Express  Company  was  incorporated 
in  1882  with  a  capital  of  $1,000,000.  When  the  com- 
pany began  business,  10  per  cent  of  this  had  been  paid 
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up.  The  stock  of  the  company  is  held  in  trust  by  its 
directors  for  the  Canadian  Pacific. 

The  Canadian  Northern  Express  Company  was 
organized  in  1902  with  a  nominal  capital  of  $1,000,- 
000;  $300,000  of  this  was  issued;  $5,000  was  paid  in 
cash ;  of  the  balance,  five  shares  went  to  qualify  cer- 
tain shareholders,  while  the  remainder  went  to  Mac- 
Kenzie  and  Mann,  who  thus  thru  stock  ownership  con- 
trol the  company.  The  stock  is  now  owned  by  the  Ca- 
nadian Northern. 

4.  Arrangements  with  railways. — In  general  the 
express  company  pays  the  railway  over  whose  lines  it 
operates  an  agreed  percentage  of  the  gross  earnings. 
For  example,  the  Canadian  Express  Company  pays 
the  Grand  Trunk  50  per  cent.  The  balance  of  the 
earnings,  after  the  deduction  of  operating  charges, 
goes,  on  account  of  the  fiduciary  relationship  of  the 
express  company  to  the  railway,  to  the  Grand  Trunk. 

The  operation  of  an  express  company  is  not  limited 
to  the  lines  of  the  railway  which  controls  it.  The 
smaller  railways  have  no  separate  express  company 
service  of  their  own,  and  enter  into  relationships  with 
one  or  other  of  the  express  companies  already  re- 
ferred to.  For  example,  the  Canadian  Express 
Company  has  contractual  relationships  with  the  fol- 
lowing: Quebec,  Montreal,  and  Southern;  Quebec 
Oriental;  Inverness  Railway  and  Coal  Company; 
St.  Martin's;  Windsor,  Essex,  and  Lake  Shore;  the 
Intercolonial,  and  other  railwavs.  The  Dominion 
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Express    Company    also    operates    over   the    Inter- 
colonial. 

In  the  contracts  referred  to,  the  Canadian  Express 
Company  pays  the  railway  percentages  varying  from 
40  per  cent  to  50  per  cent  of  the  gross. 

While  the  Dominion  Express  Company  enters  into 
arrangements  with  different  railways  on  a  percentage 
basis  of  division,  its  arrangement  with  the  Canadian 
Pacific  is  on  a  tonnage  basis.  Under  the  agreement 
between  the  Express  Company  and  the  Canadian 
Pacific,  it  is  bound,  unless  it  receives  written  permis- 
sion from  the  railway,  to  charge  for  the  express 
traffic  per  hundred  pounds,  a  sum  not  less  than  two 
and  a  half  times  the  railway's  regular  first-class 
freight  rates  per  hundred  pounds  between  the  points 
where  the  express  packages  are  moving.  The  Ex- 
press Company  is  obligated  to  pay  to  the  railway 
$100,000  a  month,  plus  such  additional  sum  as  will 
result  in  there  being  paid  to  the  railway  on  express 
traffic  moved  between  any  two  given  points,  the  same 
earnings  per  hundred  pounds  as  would  be  afforded 
by  150  per  cent  of  the  first-class  rate  per  hundred 
pounds  between  the  same  points.  The  amount  of 
$100,000  mentioned  is,  under  the  agreement,  subject 
to  revision  every  two  years. 

5.  Provisons  of  an  agreement. — The  nature  of  the 
relations  between  an  express  company  and  the  rail- 
way in  control  may  be  gathered  from  the  agreement 
entered  into  between  the  Canadian  Pacific  Railway 
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and  the  Dominion  Express  Company  on  January  1, 
1907. 

The  railway  took  over  the  Express  Company  with 
the  object  of  carrying  on  over  its  railway  an  efficient 
express  service  under  unified  management. 

The  Railway  covenanted— 

( 1 )  To   transport  express   matters   on  passenger  trains 
with    as    much   promptness    and   dispatch    as   is    usual   and 
reasonable  and  necessary  for  the  interests  of  the  Express 
Company. 

(2)  To  furnish  necessary  space  on  its  passenger  trains 
for  such  transportation. 

(3)  To  carry  the  messengers,  safes   and  trunks   of   the 
Express  Company,  at  the  rate  of  2Vii  cents  per  mile  for 
the  messengers. 

(4)  To  furnish  free  of  charge  all  necessary  ingress  and 
egress  to  and  from  stations,  and  such  space  on  station  plat- 
forms as  is  necessary  for  loading  and  unloading,  provided 
the  railway's  business  is  not  interfered  with. 

(5)  The  railway  to  be  liable  for  the  death  or  personal 
injury  of  any  agent  or  employe  of  the  railway,  if  acting 
jointly  for  the  railway  and  the  express  company. 

(6)  The  railway  to  do  all  it  can,  as  far  as  lawful  and 
consistent  with  its  own  interests,  to  advance  the  interests 
of  the  Express  Company,  and  not  to  afford  any  other  com- 
pany more  favorable  express  facilities. 

The  Express  Company  covenanted — 

(1)  To   carry   on   an   efficient   express   service   over   the 
whole   system    of   the    railway    and    not   to   discontinue   or 
diminish  such  service  on  any  part  of  the  system  on  the  ground 
of  its  being  unprofitable. 

(2)  Compensation  to  be  as  already  indicated. 

(3)  To  carry  moneys  and  valuable  packages,  being  liable 
to  the  railway  therefor,  except  where  loss,  damage,  or  de- 
fault is  caused  by  accidents  to  trains  of  railway. 
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(4)  To  receive  and  forward  express  matter  offered  it  by 
the  public,  except  such  as  is  of  a  dangerous  nature. 

(5)  To  be  liable  for  death  or  injury  to  its  officers,  agents 
or  employes  not  also  acting  at  the  time  of  injury  as  joint 
agents. 

(6)  To  be  liable  for  loss  or  damage  to  express  matter, 
except  where  occasioned  by  accidents  to  the  railway's  trains. 

(7)  To    furnish    the    railway    daily    statements    of    the 
weights,  and  monthly  statements  of  the  weights,  earnings  and 
expenses. 

The  Parties  mutually  agreed— 

(1)  The  agreement  to  run  for  ten  years. 

(2)  Station  agents  and  train  baggagemen  may  also  be- 
come agents  of  the  express  company  so  far  as  the  railway 
considers  compatible  with  efficient  performance  of  their  duty. 

(3)  Where  accommodation  is  afforded  at  stations  to  the 
express  company,  it  is  to  pay,  in  monthly  payments,  eight  per 
cent  per  annum  on  the  actual  value  of  the  land,  building  or 
buildings,   or   portion   of  building  or  buildings,   safes   and 
trunks,  etc.,  given  up  to  the  use  of  the  Express  Company. 

(4)  Disputes  as  to  the  construction  of  the  agreement  or 
the  rights  and  liabilities  thereunder  to  be  settled  by  arbi- 
tration. 

(5)  Milk  traffic  on  passenger  trains  is  exempted  from  the 
scope  of  the  agreement. 

6.  Arrangements  with  agents. — The  express  com- 
pany operates  not  only  ordinary  express  cars,  but 
also  refrigerator  cars  in  the  transport  of  fish  and 
fruit.  At  the  larger  points  it  maintains  its  own 
salaried  agents.  At  the  smaller  points,  the  railway 
station  agent  will  act  as  a  joint  agent  of  the  express 
company  and  of  the  railway.  He  is  paid  by  the  ex- 
press company,  in  the  case  of  the  Canadian  Express 
Company,  by  a  commission  varying  from  2^  per 
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cent  to  10  per  cent  of  the  gross  earnings  at  the  point 
in  question.  In  the  case  of  the  Dominion  Express 
Company,  he  is  paid  on  a  tonnage  basis.  The  result 
is  about  the  same  in  either  case. 

The  express  business  in  Canada  is  concerned  pri- 
marily with  a  movement  in  and  out  of  the  larger  cen- 
ters. In  the  case  of  the  Dominion  Company,  it  is 
estimated  that  64  per  cent  of  the  business  handled  by 
it  originates  at  Montreal,  Toronto,  and  Winnipeg. 

7.  Express  classification. — While  it  has  been  sug- 
gested that  the  freight  classification  might,  with  some 
necessary  amendments,  be  adopted  to  suit  express 
traffic,  there  exist  sufficient  difficulties  in  the  way 
to  prevent  this.  The  great  hindrance  is  that  in  cities 
express  traffic  is  collected  in  large  quantities  and  de- 
livered just  as  trains  are  departing,  when  there  is  no 
time  to  handle  it  under  a  classification  similar  to  that 
of  freight. 

The  express  classification  in  use  has  first  to  obtain 
the  formal  sanction  of  the  Board.  The  Railway  Act 
states  that  all  its  provisions  "applicable  to  freight 
tolls  and  freight  tariffs,  in  so  far  as  such  provisions 
are  applicable  .  .  .  shall  apply  to  express  tolls  and 
tariffs." 

In  express  classification,  commodities  are  classed 
not  in  groups,  as  in  freight  traffic,  but  according  to 
the  rate  the  commodities  take.  Express  shipments 
are  broadly  distinguished  as  "freight"  and  "money." 
Under  "money"  are  included  not  only  shipments  of 
actual  money,  but  also  of  bullion,  stocks,  bonds,  valu- 
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able  papers,  and  various  articles  of  unusual  value. 
"Freight"  shipments  are  sub-classed  as  "merchan- 
dise," "general  special"  or  Scale  N,  and  Scales  K,  M, 
and  Section  D.  There  are  also  special  scales  and 
rules  covering  shipments  of  "money."  "Merchan- 
dise" rates  are  those  applying  on  commodities  for 
which  there  are  no  special  rates.  The  "merchandise" 
ratings  in  the  classification  may  also  be  expressed  as  a 
multiple  of  the  "merchandise"  rating.  Articles  not 
shown  in  the  classification,  and  not  analogus  to  those 
rated  higher  or  lower  than  "merchandise,"  take  the 
"merchandise"  rate,  which  is  always  expressed  at  the 
rate  per  hundred  pounds. 

Scale  K  is  a  special  tariff  on  ale,  aerated  waters, 
etc.,  and  is  from  30  per  cent  to  40  per  cent  lower  than 
"merchandise."  It  applies  at  pound  rates  on  actual 
weight.  Scale  M  is  a  special  tariff  on  eggs  in  cases. 
Scale  N  quotes  special  rates  on  perishable  foodstuffs, 
such  as  provisions  and  vegetables;  originally  it  was 
concerned  simply  with  farm  produce.  Its  scope  has 
been  widened,  so  that  in  the  group  of  forty-three 
articles  covered  by  it  there  are  included,  in  addition  to 
provisions  and  vegetables,  the  following:  cuttings, 
fertilizers,  plants,  poultry  food,  roots,  scions,  seeds 
and  seed  grain,  stock  food,  tallow,  trees  for  setting, 
stearine  and  tubers.  Its  rates  are  from  20  per  cent 
to  30  per  cent  below  "merchandise."  Pound  rates 
are  charged  with  a  minimum  of  35  cents,  unless  the 
graduate  under  this  scale  or  under  the  Merchandise 
rate  is  lower. 
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Section  D  rates  apply  on  packages  not  exceeding 
five  pounds,  of  books,  stationery,  lithographs,  periodi- 
cals, etc.,  carried  in  competition  with  the  post  office. 
At  present,  the  express  rates  are  lower  than  those  of 
the  post  office  on  packages  exceeding  five  pounds. 
Section  D  rates  are  one  cent  for  each  two  ounces  or 
fraction  thereof,  subject  to  a  minimum. 

8.  Value,  weight  and  space. — In  the  classification 
ratings,  value,  weight  and  space  are  considered. 

The  value  of  the  article  is  considered,  since  the  nor- 
mal rate  is  based  on  a  value  per  package  not  exceed- 
ing $50.  If  the  shipper  desires  the  company  to  as- 
sume a  liability  in  excess  of  this  sum,  he  has  to  pay 
additional  charges,  which  are  known  as  valuation 
charges.  These  are  imposed  on  the  excess  value  for 
each  $100  value,  or  fraction  thereof,  as  follows: 

Where  merchandise  rate  is  $1  or  less,  per  100  Ibs..  .  5c. 

Where  merchandise  rate  is  $1   to  $3     per  100  Ibs. .  .  lOc. 

Where  merchandise  rate  is  $3  to  $8     per  100  Ibs. .  .  15c. 

Where  merchandise   rate  is   over  $8     per   100  Ibs. .  .  20c. 

In  the  matter  of  weight,  shipments  of  extraordi- 
nary weight  or  size  are  carried  only  under  special  con- 
tract. The  factor  of  weight  is  considered  in  connec- 
tion with  the  movement  of  packages  of  less  than  100 
pounds  weight.  When  the  merchandise  rate  per  100 
pounds  is  less  than  $2,  "graduated"  charges  are 
assessed  on  all  shipments  weighing  less  than  100 
pounds.  When  the  merchandise  rate  is  $2  or  over, 
graduated  charges  are  assessed  on  shipments  of  under 
50  pounds.  Where  the  weight  is  over  50  pounds, 
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pound  rates  (i.e.,  the  rate  per  pound  at  the  100- 
pound  rate)  apply. 

Space  is  recognized  by  the  provision  that  conven- 
tional weights  shall  apply  in  the  case  of  light  and 
bulky  goods,  e.  g.,  millinery  shipments. 

On  computations  made  by  the  Dominion  Express 
in  1907,  47  per  cent  of  the  shipments  move  on  the 
merchandise  rate;  the  balance  are  on  lower  rates. 

In  the  amendment  of  the  Classification  by  the 
Board  in  the  express  investigation,  the  owner's  risk 
conditions  were  eliminated. 

9.  Condition*  of  carriage. — In  the  merchandise  re- 
ceipt the  liability  is  limited  to  $50  per  shipment, 
except  where  a  higher  value  is  declared  and  inserted 
in  the  receipt.  In  the  express  investigation,  the  ex- 
press receipts  which  hitherto  gave  the  companies  a 
very  wide  exemption  were  redrafted.  The  company 
is  not  liable : 

(a)  For  differences  in  weight  or  quantity  caused 
by  shrinkage,  leakage  or  evaporation. 

(b)  For  loss   or  damage  occurring  after  forty- 
eight  hours  (exclusive  of  legal  holidays)  after  notice 
of  the  arrival  of  the  shipment  at  destination  or  at 
point  of  delivery  has  been  mailed  to  the  address  of  the 
consignee,  unless  such  loss  or  damage  was  due  to 
negligence  of  the  company. 

(c)  For  loss  or  damage  which  can  be  met  by  the 
common-law  defenses. 

(d)  For  loss  or  damage  occurring  in  a  custom 
warehouse. 
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(e)  For  loss,  damage,  or  delay  resulting  from  im- 
proper or  insufficient  packing,  securing,  or  address- 
ing, or  from  charing  when  goods  are  packed  in  bales. 

(f)  For  loss  of,  or  damage  to,  any  fragile  article, 
unless  the  carrier  was  negligent. 

(g)  For  loss  or  damage  from  delays  beyond  the 
company's  control. 

(h)  For  loss  or  damage  arising  out  of  examina- 
tion, or  partial  delivery  to  the  consignee,  of  C.  O.  D. 
shipments. 

(i)  For  damage,  loss  or  partial  shortage,  unless 
written  notice  is  given  by  the  shipper  at  some  office 
of  the  company  within  thirty  days  from  delivery. 

( j )  For  loss  or  damage  occurring  to  shipments  ad- 
dressed to  stations  where  there  is  no  agent  of  the  com- 
pany, after  the  shipments  have  been  left  at  such  sta- 
tion. 

(k)  For  non-delivery,  loss  or  destruction  in  Can- 
ada, unless  written  notice  is  given  by  the  shipper 
within  four  months  from  the  time  delivery  should,  in 
the  ordinary  course  of  transit,  have  been  made. 

10.  Liability  under  revised  express  receipt. — 
Under  the  express  receipt,  as  revised  in  the  express 
investigation,  the  express  company  was  not  liable 
for  any  loss,  damage  or  delay  caused  by  conditions 
beyond  its  control.  This  condition  exempted  it  from 
such  loss,  damage  or  delay  caused  by  the  railway  com- 
pany. The  express  company,  while  performing  a 
transportation  service,  was  a  separate  corporate 
entity.  The  acts  and  defaults  of  the  railway  were 
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beyond  its  control.  In  1915,  this  was  amended  so 
that  the  express  company  was  liable,  if  the  loss  or 
.damage  was  caused  by  the  negligence  of  the  railway 
company  upon  whose  trains  or  property  the  shipment 
was  at  the  time  such  loss  or  damage  occurred. 

11.  Liabilities  under  various  forms  of  receipts.— 
The  word  "company,"  as  used  in  this  receipt,  includes 
any  connecting  express  company  subject  to  the  Rail- 
way Act.  The  agreement  entered  into  by  the  sign- 
ing of  the  receipt  is  binding  on  the  shipper  and  all 
persons  in  privity  with  him,  and  inures  to  the  benefit 
of  any  person  or  company  to  whom  the  shipment  may 
be  delivered  for  the  performance  of  an  express  serv- 
ice. 

There  is  a  money  receipt,  the  conditions  of  which,  in 
respect  of  liability,  are  subject  to  modifications  due  to 
the  difference  in  the  nature  of  the  commodities — sub- 
stantially the  same  as  in  the  case  of  the  merchandise 
receipt. 

In  the  C.  O.  D.  receipt  covering  collections  by  the 
company,  the  common-law  defenses  apply;  in  addi- 
tion, the  company  is  exempt  from  liability  for  loss  by 
fire  unless  there  has  been  negligence.  It  is  also  free 
from  liability  for  loss,  damage  or  delay  resulting  from 
improper  or  insufficient  addressing  or  securing. 

Under  the  livestock  contract,  the  company  is  ex- 
empt from  liability  for  delay,  injury  or  loss  from  any 
cause  whatsoever  unless  there  has  been  negligence. 
The  attendant  accompanying  the  animals  is  required 
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to  sign  a  release  from  all  liability,  negligence  in- 
cluded. 

12.  Standard  mileage  tariffs. — The  standard  mile- 
age tariff  gives  the  merchandise  rate.  The  basis  of 
such  a  tariff  is  the  question  of  the  division  of  terri- 
tory into  mileage  blocks.  In  Eastern  Canada,  these 
run  up  to  100  miles  in  25  mile  groups;  from  100  to 
200  in  50  mile  groups ;  and  from  200  up  to  the  maxi- 
mum in  100  mile  groups. 

When  the  general  investigation  of  express  rates 
was  conducted,  the  Board  found  that  west  of  North 
Bay  no  such  exact  arrangement  as  that  east  thereof 
existed  as  to  the  mileage  groups.  Each  standard 
tariff  had  its  own  particular  mileage  grouping,  and 
the  groups  were  irregular  and  overlapped.  Direc- 
tion was  therefore  given  that  there  should  be  a  rear- 
rangement with  a  view  to  approximating  uniformity, 
so  that,  for  example,  any  two  or  more  of  the  western 
groups  should  be  equivalent  to,  and  included  in,  the 
corresponding  eastern  group,  instead  of  the  relation 
being  fractional,  as  it  then  was. 

The  Eastern  and  Lake  Superior  standard  scales 
then  met  at  North  Bay.  Direction  was  given  that, 
to  harmonize  with  freight  conditions,  the  rates  should, 
instead,  break  at  Sudbury. 

The  meeting  point  of  the  prairie  and  the  mountain 
express  standard  mileage  scales  had  hitherto  been  at 
MacLeod  and  at  Calgary.  Direction  was  given  that 
the  rates  should  break  from  one  scale  to  another  at  the 
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points  where  the  rates  broke  in  the  case  of  freight 
rates.     The  direction  published  was,  in  summary : 

(1)  That  there  shall  be  four  "standard"  mileage- 
basing  scales,  viz.: 

(a)  On  all  lines  east  of  and  including  Wind- 
sor and   Sudbury,   excluding  the   lines  of  the 
Temiskaming  and  Northern  Ontario  Railway. 

(b)  On  all  lines  west  of  and  including  Sud- 
bury, to  and  including  Sault  Ste.  Marie,  Crow's 
Nest,  Canmore,  and   Thornton,   Alberta;   also 
north  of  and  including  North  Bay. 

(c)  On  all  lines  west  of  and  including  the  ter- 
minal points  set  out  in  the  preceding  section  to 
the  Pacific  Coast  and  to  Vancouver  Island  trans- 
fer points. 

(d)  In  Vancouver  Island. 

(2)  That  the  basis  of  (a)   should  not  exceed  $3, 
of  (b)  $5,  of  (c)  $6,  per  100  pounds  for  the  900- 
1,000,  mile  group.     In  Vancouver  Island,  the  mile- 
age groups  were  to  be  harmonized  without  increasing 
the  rates. 

The  standard  rates  so  fixed  were  further  reduced 
by  the  Board  in  April,  1913,  when  it  was  directed  that 
instead  of  the  $5  and  $6  rates  already  referred  to 
there  should  be  substituted  rates  of  $4  and  $4.75  re- 
spectively. 

13.  Differences  in  traffic  conditions. — In  sanction- 
ing differences  in  rate  basis  as  between  the  sections 
covered  by  the  different  tariffs,  differences  in  traffic 
conditions  were  recognized.  In  rearranging  rates 
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under  its  recent  decision  on  express  rates  in  the 
United  States,  the  Interstate  Commerce  Commission 
has  taken  a  similar  position.  The  following  words 
are  from  its  judgment: 

We  have,  therefore,  felt  that  it  was  necessary  for  us  to 
recognize  the  variation  in  the  density  of  traffic  and  of  popula- 
tion and  in  the  expense  of  operating  railroads  in  the  different 
sections  of  the  country.  With  this  in  mind  as  a  basis  for  the 
formation  of  rates,  the  country  has  been  divided  into  five 
grand  subdivisions.  These  subdivisions  conform  generally 
to  those  recognized  by  the  rail  carriers,  and  which  this  Com- 
mission has,  in  the  consideration  of  freight  rates,  been  led  to 
believe  were  based  upon  actual  differences  in  operating  and 
traffic  conditions. 

Following  out  the  practice  herein  laid  down,  the 
Interstate  Commerce  Commission  recognizes  five 
zones,  differing  in  traffic  and  in  population  density, 
and  has  adjusted  rates  with  this  difference  in  mind. 
14.  Four  standard  tariffs. — The  standard  tariffs 
are  four  in  number.  Tariff  A,  applying  east  of 
Windsor  and  Sudbury,  has  a  merchandise  rate  of  40 
cents  per  100  pounds  for  distances  of  25  miles  and 
under;  from  26-100  miles,  the  rates  are  stepped  ir- 
regularly 10  or  15  cents  for  each  25  mile  group;  from 
101  to  200  miles,  the  rate  steps  are  25  cents  for  each 
50  mile  group ;  and  beyond  this,  up  to  the  limit  of  the 
tariff  at  2,000  miles,  the  rates  are  stepped  25  cents  for 
each  100  mile  group.  Since  the  grouping  is  more 
complicated  in  tariffs  B  and  C,  it  may  be  expressed 
in  a  tabular  summary: 
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TARIFF  B,  WHICH  COVERS  3,400  MILES  : 

Up  to  25  miles,  merchandise  rate  of  50c. 

26  to    75  miles,  25  mile  groups,  rate  steps  either  lOc.  or  15c. 

76  to  110  miles,  25  mile  groups,  rate  steps  25c. 
Ill  to  210  miles,  50  mile  groups,  rate  steps  25c. 
211  to  330  miles,  60  mile  groups,  rate  steps  25c. 
331  to  400  miles,  70  mile  groups,  rate  steps  25c. 
401  to  700  miles,  75  mile  groups,  rate  steps  25c. 
701  and  beyond,  100  mile  groups,  rate  steps  25c. 

TARIFF  C,  WHICH  COVERS  4,000  MILES  : 

20  miles  and  under,  merchandise  rate  of  50c. 

21  to    75  miles,    15  mile  groups,  rate  steps  either  lOc  or  15c 
76  to  150  miles,    25  mile  groups,  rate  steps  25c. 

151  to  350  miles,  40  mile  groups,  rate  steps  25c. 
351  to  400  miles,  50  mile  groups,  rate  steps  25c. 
401  and  beyond,  100  mile  groups,  rate  steps  25c. 

Tariff  D,  which  is  concerned  with  Vancouver 
Island,  covers  135  miles.  Up  to  100  miles,  there  is  a 
25  mile  group;  there  are  ten  or  fifteen  cent  increases 
up  to  75  miles  and  a  25-cent  step  on  the  next  group. 
Beyond  100  miles,  there  is  one  group  with  a  rate 
step  of  25  cents. 

The  following  summary  compares  certain  of  these 

rates : 

A         B  c  D 


20  miles  and 

25  miles  and 

25 

miles 

and 

under. 

.  .  .$  .40 

$  .50 

under,  I 

*  .50 
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$  .50 

100 
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and 

under. 

...     .75 

1.00 

1.25 

1.00 

1000 
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and 

under. 

...  3.00 

4.00 
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.... 

The  Board  found  that  in  the  traffic  between  the 
prairie  section  and  British  Columbia  the  practice  was 
to  make  up  a  thru  rate  by  adding  the  two  tariffs  to- 
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gether.  In  order  to  bring  about  uniformity  and 
lessen  the  burden  of  rates,  direction  was  given  that  on 
interdivision  traffic  which  was  not  subject  to  the  Sud- 
bury  basing  schedule,  or  tariff  mentioned  below,  the 
highest  standard  mileage  scale,  as  applied  to  the  thru 
mileage,  should  govern  in  either  direction. 

Between  points  east  of  Sudbury  and  points  west 
thereof,  thru  rates  were  built  up  by  adding  to  the 
local  rate  east  of  Sudbury  a  special  basing  tariff  west 
thereof,  which  latter  is  assumed  to  be  lower  than  the 
Sudbury  local  tariff.  Direction  was  given  that  the 
system  might  be  continued,  provided  the  thru  rates 
were  less  in  all  cases  than  the  sum  of  any  tariff 
rates  to  and  from  Sudbury,  and  were  not  greater  than 
the  higher  standard  tariff  as  applied  to  the  thru  mile- 
age from  the  point  of  origin  to  destination.  The 
Sudbury  basing  scale  is  contained  in  the  Dominion 
Express  Company's  local  mileage  basing  tariff, 
Schedule  "E."  This  sets  out  the  specific  rates  for 
mileage  west  of  Sudbury  which,  when  added  to  the 
rates  east  and  south  of  Sudbury,  will  give  the  thru 
rate  to  destination,  except  where  the  standard  tariff 
west  of  Sudbury  applied  to  the  thru  mileage  gives 
lower  thru  rates. 

15.  Local  and  transfer  tariffs. — Local  tariffs  set 
out  the  rate  per  100  pounds  between  points,  such  rates 
applying  either  way.  The  rates  are  quoted  specifi- 
cally from  point  to  point.  As  an  example  of  this, 
reference  may  be  made  to  the  Dominion  Express 
Company's  Local  Tariff  No.  20.  This  applies  on 
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shipments  between  points  in  the  Province  of  Quebec 
and  points  in  Alberta  and  British  Columbia.  All 
points  set  out  in  the  tariff  are  given  rate  numbers. 
If,  for  example,  it  is  desired  to  find  the  rate  per  100 
pounds  from  Maniwaki,  Quebec,  to  Walsh,  Alberta, 
it  will  be  found  that  the  rate  number  for  Maniwaki 
is  145,  and  for  Walsh  700.  In  the  rate  schedules  of 
the  tariff,  rate  numbers  are  arranged  along  the  head 
of  each  page;  there  is  also  a  column  of  rate  numbers 
arranged  horizontally  on  the  left-hand  side  of  each 
page.  At  the  intersection  of  the  column  headed  145 
with  the  horizontal  line  at  the  left  of  the  page  which 
has  at  its  extreme  left  700,  the  rate  of  $6.25,  which 
is  the  rate  sought,  will  be  found.  The  tariff  in  ques- 
tion in  its  271  pages  quotes  rates  from  566  initial 
points  to  551  destinations. 

When  a  shipment  is  to  move  off  the  lines  of  the 
originating  express  company  to  a  point  on  the  line  of 
a  connecting  company  for  which  no  thru  rate  is 
quoted,  the  agent  figures  out  the  rate  by  means  of  a 
transfer  tariff.  This  tariff  sets  out  rates  to  basing 
transfer  points.  For  example,  a  shipment  might  be 
sent  from  Red  Deer,  Alberta,  on  the  lines  of  the 
Dominion  Express,  to  North  Battleford,  on  the  lines 
of  the  Canadian  Northern  Express.  If  there  is  no 
thru  rate  quotation,  then  the  rate  shown  in  this  tariff 
to  Edmonton,  as  a  transfer  point,  plus  the  Canadian 
Northern  Express  local  beyond,  will  make  up  the 
thru  rate.  There  is  a  chance  for  overcharge  under 
such  an  arrangement,  for  in  a  particular  case  there 
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may  be  a  number  of  basing  transfer  points  available 
with  different  rates.  It  is  true  that  the  direction  to 
the  agent  is  to  compute  the  rate  by  the  basing  transfer 
point,  which  gives  the  lowest  thru  rate.  But  in  the 
hurry  of  shipment,  the  lowest  combination  may  be 
overlooked. 

16.  Rates  as  affected  by  quantity. — In  general,  the 
factors  which  affect  express  rates  are  more  clearly 
analogous  to  those  affecting  passenger  rates  than  to 
those  affecting  freight  rates.  From  the  standpoint 
of  cost  of  service,  the  difference  between  the  capitali- 
zation in  ordinary  freight  business  and  that  in  express 
service  is  attributable  to  the  fact  that  the  former  is  a 
transportation  business,  while  the  latter  is  more  of  an 
agency  business.  The  charge  of  the  latter  is,  there- 
fore, not  necessarily  looked  at  from  the  standpoint  of 
the  return  on  capital  invested,  but  from  the  question 
of  what  is  the  rate  of  profit  on  the  turnover. 

While  competitive  conditions,  such  as  water  and 
market  rivalry,  exercise  an  important  effect  on  freight 
rates,  with  express  rates  the  case  is  different.  Water 
competition  certainly  cannot  be  said  to  influence  in 
any  way  a  service  the  essential  of  which  is  speed; 
nor  is  the  express  service  influenced  in  nearly  the 
same  degree  as  freight  by  the  question  of  competitive 
points. 

In  general,  it  is  the  factors  that  affect  passenger 
business  which  apply  here.  Express  companies  do 
recognize  a  difference  of  condition  as  between  their 
"exclusive,"  or  non-competitive,  points,  and  points  at 
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which  there  is  competition  with  another  express  com- 
pany. They  recognize  at  competitive  points  the  ef- 
fect of  short-line  mileage  as  well  as  the  control  over 
a  two-line  movement  of  a  single-haul.  The  Canadian 
Express  carries  from  Toronto  to  Welland,  a  dis- 
tance of  85  miles,  at  a  rate  of  75  cents  per  100  pounds. 
The  Dominion  Express  and  the  American  Express, 
a  two-line  movement,  meet  this  rate  of  75  cents. 
Fenwick,  a  point  which  is  seven  miles  short  of  Well- 
and and  thru  which  the  movement  on  the  two-line 
haul  passes,  has  a  rate  of  90  cents.  The  lower  rate 
to  Welland  has  been  held  justifiable  as  a  competitive 
rate,  while  at  the  same  time  the  higher  rate  of  the 
two-line  haul  to  the  intermediate  point  has  been 
recognized.  It  has  been  recognized  that  in  express, 
as  in  freight,  there  is  a  justification  for  a  reasonably 
higher  rate  on  a  two-line  haul  than  on  a  one-line 
haul,  on  account  of  cost  and  division  of  earnings. 
But  at  Welland  the  two-line  movement  had  to  meet 
the  rate  of  the  one-line  movement. 

17.  Freight  rate  as  a  basis. — At  times  the  ex- 
pedited service  afforded  in  express  business  has  been 
expressed  as  a  multiple  of  the  first-class  freight  rate. 
Thus,  in  some  of  its  earlier  decisions  on  express  rates, 
the  Interstate  Commerce  Commission  held  that  an 
express  rate  of  three  times  the  first-class  freight  rate 
was  not  unreasonable.  In  practice,  however,  no  such 
necessary  relation  exists.  In  the  case  of  the  cream 
rates  in  Alberta,  which  were  fixed  by  the  Board,  in 
various  instances  the  express  rate  is  less  than  the  first- 
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class  freight  rate.  In  the  case  of  the  fruit  rates  in 
British  Columbia,  which  have  been  readjusted  by  the 
Express  Company,  the  rate  from  a  point  in  the  Okan- 
agan  Valley — for  example,  Peachland — to  such 
prairie  points  as  Swift  Current,  Moose  Jaw,  Broad- 
view, Regina,  Saskatoon  and  Brandon,  is  less  than  the 
first-class  freight  rate. 

18.  Special  circulars. — Commodity  rates  are  put  in 
force  by  special  circulars  quoting  rates  per  hundred 
pounds.  These  may  be  limited  to  the  one-way  direc- 
tion, or  may  apply  ''between"  points;  in  the  latter 
case  they  apply  in  both  directions.  The  rates  quoted 
in  special  circulars  must  not  be  exceeded  by  those  to 
an  intermediate  point  embraced  in  the  longer  distance 
for  which  the  rate  is  quoted.  Scale  X  rates  apply 
when  they  are  lower  than  the  rates  quoted  in  special 
circulars.  Commodity  rates  are  issued  on  fish  (fresh, 
frozen,  or  cured) ,  lobsters,  oysters,  fruit,  butter,  eggs, 
dressed  poultry,  general  specials  (Scale.N),  vege- 
tables, sausage  meat,  meat  ( fresh  or  cured ) ,  smelts, 
export  shipment  of  bullion,  returned  empty  newspa- 
per or  periodical  bags,  bread,  laundry,  currency  and 
gold  coin.  Competition  is  recognized  in  putting  in  a 
commodity  tariff,  as,  for  example,  in  a  rate  of  30  cents 
per  100  pounds  on  horses,  minimum  10,000  pounds, 
from  Clairmont  to  Toronto,  to  compete  with  a  thru 
rate  put  in  from  a  Canadian  express  point,  Stouf- 
ville,  to  New  York. 

Instead  of  a  division  into  car-lots  and  less  than  car- 
lots,  in  freight,  in  the  express  business  we  find: 
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( 1 )  Car-lots,  e.  g.,  on  horses  and  poultry. 

(2)  A  rate  quoted  for  500-pound  shipments  of 
merchandise  from  one  consignor  to  one  consignee,  for- 
warded at  one  time  and  on  receipt.     A  shipment  of 
less  than  500  pounds  cannot  have  a  higher  charge 
than  a  500-pound  shipment.     Articles  which  will  not 
be  carried  under  the  500-pound  scale  are :  aeroplanes 
(K.  D.  boxed),  animals    (domestic  or  wild,  either 
alive    or    dead),    self-propelling   vehicles,    livestock, 
birds,    poultry,    pigeons,    nickel    and    copper    coin, 
bullion,  feathers,  live  fish,  ice-cream  and,  in  general, 
any  article  of  a  higher  classification  than  single  mer- 
chandise rate.     Broadly,  the  rate  is  about  20  per  cent 
lower  than  merchandise  rate. 

(3)  The  100-pound  rate  on  merchandise  and, 

(4)  Packages  under  100  pounds  which  are  car- 
ried on  the  graduate  scale. 

19.  The  graduate  table. — Approximately  90  per 
cent  of  the  packages  handled  by  express  companies 
weigh  100  pounds  or  less.  The  Interstate  Com- 
merce Commission  in  its  investigation  found  that 
approximately  one-half  of  the  express  business  con- 
sists of  packages  under  20  pounds  in  weight,  and  that 
the  average  shipment,  including  carloads  of  horses 
and  of  fruit  and  vegetables,  is  34  pounds.  To  take 
the  business  of  the  Dominion  Express  Company  for 
September  18,  1912,  as  an  example — when  a  compu- 
tation was  made  in  which  the  same  average  was  ap- 
plied to  the  year's  business,  it  appeared  that  26  per 
cent  of  the  revenue  was  obtained  from  parcels  of  11 
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pounds  and  under.  In  the  Express  Investigation, 
it  was  shown  that  for  a  given  month  in  1907  the  aver- 
age weight  of  packages  shipped  into  Toronto  was  19 
pounds,  while  in  the  case  of  outward  shipments  it  was 
43  pounds.  For  the  years  1913,  1914  and  1915  the 
average  weights  per  package  were,  in  the  case  of  the 
Dominion  Express  Company,  33.39,  35.86  and  36.27 
pounds  respectively.  On  a  check  made  by  the  Do- 
minion Express  Company  in  1918  the  average  weight 
of  all  shipments  was  62  pounds  while  the  average  haul 
was  346  miles.  In  the  case  of  shipments  under  100 
pounds,  which  represented  84  per  cent  of  the  total 
shipments  the  average  weight  was  27  pounds  and 
the  average  haul  was  378  miles. 

The  rates  for  packages  under  100  pounds  are 
worked  out  from  a  table  of  graduated  charges,  which 
is  set  out  in  the  classification.1  If — taking  the  exam- 
ple already  given  on  a  shipment  between  Maniwaki, 
Quebec,  and  Walsh,  Alberta — it  is  desired  to  ship  a  15 
pound  package  between  these  points,  the  agent  will 
look  at  the  column,  in  the  graduated  table,  headed 
$6.25,  which  is  the  merchandise  rate  for  a  100  pound 
shipment  between  the  points.  Then  he  will  look  down 
that  column  until  at  the  left-hand  side  of  the  page  he 
finds  the  15-pound  line;  where  this  line  intersects  the 
$6.25  column,  the  proper  rate,  viz.,  $1.45  will  be  found. 
The  graduated  table  has  the  following  modifications 
to  be  noted:  under  the  $1.50  rate,  shipments  in  excess 
of  50  pounds  pay  two  cents  per  pound,  with  a  max- 

i  See  specimen  on  the  following  pages. 
XIV  c— 21 
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imum  of  $1.50;  while  under  the  $1.75  rate  they  pay 
the  same  rate  per  pound,  with  a  maximum  of  $1.75. 
As  has  been  indicated,  when  the  merchandise  rate  is 
$2  or  over,  the  shipment  in  excess  of  50  pounds  is 
charged  pound  rates. 

20.  Rates  not  uniform. — Scrutiny  of  the  graduate 
table  will  show  that  the  rates  are  not  built  up  on  a 
scientific  basis.  The  effect  of  the  100  pound  rate  is 
not  carried  down  uniformly  thru  the  columns  of 
rates.  For  example,  under  the  $1  merchandise  rate, 
the  charge  for  60  pounds  is  90  cents;  40  pounds,  70 
cents;  20  pounds,  50  cents;  10  pounds,  45  cents.  It 
is  urged  by  the  express  companies  that  the  expenses 
in  connection  with  collecting,  delivering,  handling  and 
for  clerical  work  are  practically  the  same  on  the  small 
shipment  as  on  the  large  shipment,  Further,  the 
100  pound  shipments  are  normally  made  by  firms 
which  will  supply  the  express  wagon  with  a  large 
amount  of  such  shipments  on  one  wagon-trip;  thus 
the  wagon  mileage  necessary  is  accordingly  cut  down. 

There  is  considerable  force  in  this  contention.  At 
the  same  time,  in  view  of  what  has  been  said  as  to 
average  size  of  shipment,  the  pressure  of  the  graduate 
table  on  the  rates  for  the  smaller-sized  package  is 
apparent. 

In  the  express  investigation,  it  was  found  that  only 
some  twenty-nine  rate  columns  were  given  in  the 
graduate  table  and  that  when  the  rate  between  any 
two  points  was  not  given  the  next  higher  rate  was  to 
be  used  in  arriving  at  the  rate  on  the  particular  pack- 
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age.  When  there  was  a  considerable  gap  between 
rates,  this  condition  meant  a  very  considerable  added 
rate  burden,  and  so  direction  was  given  that  graduates 
had  to  be  added  under  all  the  100  pound  merchan- 
dise rates.  There  are  now  72  rate  columns  in  the 
table. 

21  Single  thru  rates. — In  the  matter  of  thru  rates 
on  packages  moving  over  two  lines,  and  subject  to  the 
rates  of  the  graduate  table,  the  practice  had  been  to 
graduate  once  on  each  of  the  local  rates.  By  an  order 
issued  in  November,  1911,  the  express  companies  were 
directed  to  apply  a  "single"  graduate.  The  effect  of 
this  requirement  is  as  follows:  suppose  a  ten-pound 
shipment  is  moving  on  a  thru  movement,  the  locals 
for  which  on  the  merchandise  rate  are  $1  and  $1.50 
respectively.  Graduating  on  each  local  rate  there 
would  be  a  charge  of  45  cents  and  75  cents,  or  $1.20. 
With  the  single  graduate  on  the  $2.50  rate,  the  charge 
is  75  cents.  When  the  graduate  was  made  on  the 
sum  of  the  locals,  there  really  was  included  in  the 
rate  charges  a  payment  for  four  terminal  services, 
instead  of  two  as  at  present. 

The  effect  of  the  reduction  in  western  rates,  already 
referred  to,  whereby  a  reduction  of  20  per  cent  in  the 
standard  rates  was  directed,  affected  not  only  the  mer- 
chandise rates  and  the  special  scale  for  shipments  of 
500  pounds,  but  also  the  quantities  of  less  than  100 
pounds  moving  under  the  merchandise  rate  and  scales 
K  and  M. 
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REVIEW 

What  is  the  difference  between  the  service  of  express  com- 
panies and  that  of  ordinary  freight  carriers?  Explain  how  the 
express  agent  is  said  to  act  as  the  "customer's  agent." 

\V  iiat  was  the  date,  the  nature  and  the  extent  of  the  beginning 
of  the  modern  express  service?  When  were  the  present  great 
express  companies  founded,  both  in  the  United  States  and  in 
Canada  ? 

What  percentage  of  the  gross  earnings  of  the  express  com- 
panies is  paid  to  the  railways?  What  must  the  Dominion  Ex- 
press Company  charge  per  hundred  pounds? 

Describe  the  nature  of  relations  between  an  express  company 
and  the  railways.  Give  some  of  the  provisions  of  an  agree- 
ment between  them. 

Into  what  two  broad  classes  are  express  shipments  divided; 
what  sub-classes?  What  is  the  basis  of  the  classification? 

What  are  the  express  company's  limitation?  as  to  liability? 
Is  it  liable  for  the  negligence  of  the  railway? 

What  are  the  standard  mileage  tariffs;  local  and  transfer  tar- 
iffs? How  are  they  built  up? 

What  are  commodity  rates?  What  is  the  graduate  table? 
How  are  rates  fixed  on  packages  of  less  than  one  hundred 
pounds?  What  competitive  conditions  affect  express  rates? 


CHAPTER  XVIII 

INLAND  WATER  TRANSPORTATION 

1.  Water  transportation  as  a  regulator  of  rates.— 
In  dealing  with  the  factors  affecting  railway  rates, 
various  examples  have  already  been  given  of  the  influ- 
ence exercised  by  water  carriers  on  rail  movements. 
In  general,  when  there  is  competition  between  these 
two  methods  of  transportation,  the  rail  rate  can  exceed 
the  water  rate  only  to  the  extent  that  it  gives  superior 
facilities.  The  following  are  characteristic  disadvan- 
tages of  water  transportation:  marine  insurance— 
the  rail  carrier  is  an  insurer;  liability  to  salt  water 
damage;  longer  time  in  transit,  and  consequent 
greater  interest  on  capital  invested;  uncertainty  in 
date  of  arrival,  etc.  We  should  consider,  also,  the 
general  convenience  that  the  railway  affords,  which  is 
estimated  as  worth  a  premium  of  at  least  five  per  cent 
o-er  water  rates. 

The  efficiency  of  water  competition  on  inland  waters 
is  affected  by  the  location  of  cities  and  towns.  Where 
these  are  adjacent  to  the  water,  the  competitive  effects 
are  more  readily  felt.  But  even  in  the  case  of  points 
some  distance  inland,  for  example,  thruout  the  west- 
ern peninsula  of  Ontario,  the  effect  of  the  water  route 
is  felt.  To  cite  a  particular  example,  on  the  all-rail 
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movement  of  coal  to  London  there  is  the  competitive 
effect  of  the  across-the-lake  movement  to  Port  Stan- 
ley and  thence  to  London. 

2.  Efficiency    of    waterways. — Inland    waterways 
differ  in  point  of  efficiency.     The  lakes  and  navigable 
waters  are  public  highways  accessible  to  all.     Canals 
require  larger  investments  of  capital,  but  are  still  com- 
mon highways,  on  which  the  individual  may  use  his 
own  vessel.     The  practice  in  Canada,  as  now  accepted, 
is  to  have  canal  construction  carried  on  at  public  ex- 
pense at  a  charge  against  the  taxing  power  of  the 
country.     Canals  on  a  route  aid  in  determining  the 
maximum  efficiency  of  that  route.     The  same  thing 
is  true  in  the  case  of  dredging,  as  in  the  St.  Mary's 
River  and  thru  the  St.  Clair  flats.     Just  as  the  gov- 
erning grade  of  a  railway,  in  a  division,  determines  in 
practice  the  hauling  efficiency  of  an  engine  (no  matter 
what  may  be  its  maximum  tractive  efficiency)  thru  the 
division,  thereby  affecting  the  costs  of  haulage,  so  it 
is  the  shallowest  part  of  a  water  route  that  governs 
the  loading  efficiency  of  the  route. 

3.  Canal  terminals. — In  the  development  of  canals 
independent  of  great  waterway  systems  an  exceed- 
ingly important  matter  is  the  location  of  the  terminals 
in  the  various  towns   and   cities   they   serve.     One 
disadvantage  the  English  combined  canal  and  water- 
ways  systems  have  is  that  their  terminals  are   so 
located  in  large  cities  that  it  is  cheaper  to  haul  by 
rail  direct  to  destination,  as  well  as  more  convenient, 
than  to  pay  the  water  charge  and  the  wagon  haul  thru 
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the  city  to  destination.  In  the  cities,  businesses  en- 
gaged in  distribution  grow  up  adjacent  to  the  railway 
terminals,  and  in  many  cases  have  railway  sidings 
where  delivery  is  taken.  If  it  costs  25  cents  a  ton  to 
haul  coal  by  wagon  from  the  canal  terminal  to  the  coal 
yard,  this  charge,  if  the  canal  toll  is  3  mills  per  ton 
per  mile,  is  equivalent  to  the  cost  of  hauling  the  coal 
83  miles  on  the  canal. 

4.  Obligations  of  vessel  carriers. — The  liability  of 
railways  has  been  defined  and  extended.     In  the  case 
of  vessel  carriers,  the  obligations  at  common  law  in  the 
absence  of  express  contract  are  defined  as  follows  by 
Carver,  in  his  treatise  on  the  "Law  relating  to  Car- 
riage of  goods  at  Sea": 

(1)  To  carry  and  deliver  the  goods  in  safety,  answering 
for  all  loss  or  damage  which  may  happen  to  them  while  they 
are  in  his  hands  as  a  carrier, 

(2)  Unless  caused  by  some  Act  of  God,  or  of  the  King's 
enemies,  or  by  some  defect  or  infirmity  of  the  goods  them- 
selves or  their  packages,  or  thru  a  voluntary  sacrifice  for 
the  general  safety ;  and 

(3)  That  these  exceptions  are  not  to  excuse  him  if  he 
has  not  been  reasonably  careful  to  avoid  or  guard  against 
the  cause  of  loss  or  damage;  or  has  met  with  it  after  a  de- 
parture from  the  proper  course  of  the  voyage ;  or  if  the  loss 
or  damage  has  been  due  to  some  unfitness  of  the  ship  to  re- 
ceive the  cargo,  which  existed  when  he  commenced  the  voyage. 

5.  Scope  of  statutory  provisions  on  water  carriage. 
-The  statutory  provisions  concerning  water  carriage 

of  goods  are  contained  in  the  Dominion  legislation  of 
1910,  which  applies  to  the  water  carriage  of  goods 
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from  one  port  in  Canada  to  any  other  port  in  Canada, 
or  from  any  port  in  Canada  to  any  port  outside  of 
Canada. 

6.  Exemptions  prohibited  in  bill  of  lading. — Pro- 
visions in  a  bill  of  lading  exempting  from  liability  for 
loss  or  damage  to  goods  arising  from  neglect,  lack  of 
proper  loading,  stowage,  custody,  care  or  delivery,  are 
prohibited.     So,  also,  is  any  limitation  of  the  obliga- 
tion of  the  owner  or  charterer  of  a  ship  to  exercise  due 
diligence  to  man,  equip  and  supply  the  ship  properly, 
and  make  and  keep  it  seaworthy,  and  make  and  keep 
the  hold  and  other  portions  thereof  fit  and  safe  for  the 
reception,  carriage,  and  preservation  of  goods. 

7.  Due  diligence. — When  the  owner  of  a  ship  exer- 
cises due  diligence  to  see  that  it  is  in  all  respects  sea- 
worthy and  properly  manned,  equipped  and  supplied, 
neither  the  owner,  agent  nor  charterer  is  responsible 
for  loss  or  damage  resulting  from  faults  or  errors  in 
navigation,  or  in  the  management  of  the  ship,  or  from 
latent  defect. 

8.  Limited  liability. — Liability  is  limited  to  $100  a 
package,  unless  a  higher  value  is  stated  in  the  bill  of 
lading  or  other  shipping  documents.     The  company  is 
not  liable  for  loss  or  damage  if  the  nature  or  value  of 
the  goods  has  been  falsely  stated  by  the  shipper,  unless 
such  false  statement  has  been  made  by  inadvertence 
or  error.     The  declaration  by  the  shipper  in  regard  to 
the  nature  and  value  is  not  conclusive  evidence  against 
the  owner,  charterer,  master  or  agent  of  the  vessel. 

9.  Contents  of  bill  of  lading. — Every  owner,  char- 
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terer,  master,  or  agent  of  any  ship  carrying  goods  is, 
on  demand,  to  issue  to  the  shipper  a  bill  of  lading 
showing,  among  other  things,  the  marks  necessary  for 
identification,  as  furnished  in  writing  by  the  shipper, 
the  number  of  packages  or  pieces,  the  quantity  or 
weight,  and  the  apparent  order  and  condition  of  the 
goods  as  delivered  to  or  received  by  such  owner, 
charterer,  master  or  agent.  Such  bill  of  lading  is  to 
be  prima  facie  evidence  of  the  receipt  of  the  goods  as 
therein  described. 

10.  Dangerous  shipments  must  be  declared. — A 
shipment  of  goods  of  inflammable  or  explosive  nature, 
or  of  a  dangerous  nature,  without  full  declaration  in 
writing  of  the  nature  of  the  shipment  and  the  receipt 
of  permission  from  the  agent,  master  or  person  in 
charge  of  the  ship,  is  subject  to  a  fine  of  $1,000. 

11.  Railway  bill  used  on  Lakes. — The  bill  of  lading 
covering  package  freight  movements  on  the  Lakes,  / 
used  by  the  Canada  Steamship  Lines,  is  the  Railway 
Bill  as  approved  by  the  Board  in  1909. 

12.  Provisions  of  grain  bills  of  lading. — The  grain 
bill  of  lading  issued  by  the  Canadian  Pacific  Steam- 
ship Company  for  lake  movement,  exempts  the  com- 
pany from  loss  or  damage  caused  by  the  dangers  of 
navigation,  by  any  delay,  or  by  fire,  heating,  acci- 
dents, storms,  weather,  an  act  of  God,  etc.,  or  from 
deficiency  in  weight. 

It  is  further  provided  that  the  company  is  not  liable 
for  loss  or  damage  occurring  in  any  other  manner 
without  negligence  on  the  company's  part.  Claims 
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for  loss  or  damage  are  to  be  made  in  writing  within 
twenty-four  hours  after  delivery  or  arrival  at  ter- 
minal point.  Under  the  Rail  Bulk-Grain  Bill,  a 
period  of  four  months  after  delivery,  or  in  case  of 
failure  to  make  delivery,  then  within  four  months  after 
a  reasonable  time  to  make  delivery,  is  allowed. 

Under  the  Lake-Grain  Bill,  the  loss  or  damage  for 
which  the  company  is  to  be  responsible  is  to  be  com- 
puted on  the  value  or  the  cost  of  the  grain  at  the  place 
and  time  of  shipment.  It  appears  that  it  holds  itself 
liable  only  if  there  is  negligence.  In  the  case  of  the 
Rail  Bulk-Grain  Bill,  there  are  added  to  the  compu- 
tation of  value  for  settlement  the  freight  charges,  if 
paid,  or  the  duty,  if  paid,  or  payable  and  not  re- 
funded; and  it  is  provided  that  this  rule  shall  apply 
whether  the  loss  or  damage  occurs  from  negligence 
or  not. 

13.  General  liens. — Under  the  lake  bill,  the  com- 
pany has  a  general  lien  not  only  for  the  back  charges, 
carriage,  storage,  wharfage,  demurrage,  etc.,  attach- 
ing to  the  property  specifically  concerned,  but  also 
for  any  general  balance  that  may  be  due  the  company 
from  the  consignor  or  the  consignee  of  such  property, 
and  all  charges  must  be  paid  before  the  property  is 
delivered.     Under  the  Railway  Act,  the  right  to  seize 
is  limited  to  the  tolls  due  on  the  specific  goods  seized. 

14.  What  constitutes  complete  delivery. — Accord- 
ing to  the  Lake  Bill,  when  the  company  receives  goods 
consigned  beyond  the  places  at  which  the  company  has 
stations,  it  is  to  be  regarded  as  making  complete  de- 
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livery  by  giving  notice  to  a  public  carrier  that  the 
company  is  prepared  to  deliver  the  shipment  for 
further  conveyance.  And  the  company  is  not  to  be 
responsible  for  any  loss,  misdelivery,  damage  or  de- 
tention of  property  carried  by  it,  if  such  loss,  etc., 
shall  occur  after  such  property  shall  have  arrived  at 
the  station  or  place  on  the  company's  line  nearest 
to  the  place  to  which  it  was  consigned.  The  Rail 
Bulk-Grain  Bill  has  the  same  provision  in  regard  to 
movements  under  a  joint  tariff  as  is  set  out  in  Section 
3,  Chapter  XV. 

15.  Canadian  lake  and  canal  route. — From  the 
head  of  Lake  Superior  to  Montreal  the  distance  by 
the  water  route  is  1,214  miles.  From  Duluth  and 
Chicago  to  the  same  point  the  water  distances  are 
1,336  and  1,240  miles,  respectively.  Of  the  dis- 
tance between  Port  Arthur  and  Montreal,  the  canals 
to  be  traversed  represent  73%  miles,  i.e.,  lockages  are 
involved  in  six.  per  cent  of  the  total  route. 

The  Canadian  "Soo"  Canal  has  a  lock  900  feet  in 
length  and  21  feet  5  inches  in  depth.  The  vessels 
passing  thru  it  can  move,  without  breaking  bulk, 
to  the  foot  of  Lake  Erie.  East  thru  the  Welland 
Canal  and  the  St.  Lawrence  Canals  to  Montreal,  the 
governing  locks  are  270  feet  in  length  and  14  feet  in 
depth. 

This  canal  determines  the  cargo  load  and  type  of 
vessel  using  the  lower  portion  of  the  route,  and  differ- 
entiates the  type  of  vessel  in  use  on  it  from  that  used 
between  Lakes  Superior  and  Erie.  In  general,  on 
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the  lower  portion  of  the  route,  a  vessel  255  feet  in 
length,  42  feet  6  inches  wide,  drawing  13  feet  and 
carrying  2,212  tons  of  cargo  hiay  be  regarded  as  typi- 
cal of  the  ordinary  vessel  on  this  portion  of  the  route. 

IQ.  From  Georgian  Bay  to  Montreal. — Considera- 
tion of  the  short-line  movement  between  Georgian 
Bay  and  Montreal  has  led  to  an  awakening  of  public 
interest  in  the  Georgian  Bay  Canal  route  which  would, 
in  the  movement  from  Fort  William  to  Montreal, 
have  a  distance  advantage  over  the  route  of  the  Wei- 
land  Canal  of  362  miles.  Surveys  of  the  route  on  the 
basis  of  a  minimum  depth  of  22  feet  have  been  made 
by  the  Dominion  Government,  and  an  investigation 
of  its  commercial  possibilities,  has  been  undertaken. 
The  proposed  depth  would  enable  a  lake  vessel  to  go 
thru  from  the  Upper  Lakes  to  Montreal. 

In  comparing  this  route  with  existing  or  projected 
routes,  the  question  of  the  elevation  to  be  overcome  is 
of  importance.  Between  Georgian  Bay  and  Mont- 
real there  are  440  miles  of  navigation.  Natural* 
channels  are  available  for  80  per  cent  of  this  distance. 
To  reach  the  summit  level  639  feet  of  lockage  will  be 
necessary.  By  the  Welland  Canal  route  only  534 
feet  of  lockage  are  necessary.  The  Georgian  Bay 
route,  as  a  factor  in  the  general  traffic  of  the  lakes, 
may  be  compared  with  the  much  discussed  deepening 
of  the  Mississippi  River,  which  is  intended  to  afford 
a  traffic  outlet  from  Lake  Michigan  to  the  Gulf  of 
Mexico.  This  proposed  deep  waterway  would  have 
a  distance  of  1,625  miles  between  its  termini. 
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It  is  true  that  the  estimated  cost  of  a  deep  water- 
way by  this  route  does  not  call  for  more  than 
$40,000,000,  or  less  than  half  the  cost  of  the  Geor- 
gian Bay  route.  But  there  must  also  be  considered 
the  nature  of  the  stream,  its  tortuous  course,  which  is 
60  per  cent  Ipnger  than  the  direct  distance,  and  the 
constant  expenditure  on  dredging  which  would  be 
necessitated  by  the  large  amounts  of  silt  carried  down 
by  the  river. 

While  the  Georgian  Bay  project  is  feasible  from 
an  engineering  standpoint,  the  important  question  is 
its  probable  traffic  future.  The  saving  in  time,  be- 
cause of  the  shorter  distance,  and  the  consequent  re- 
duction in  rate  may  be  expected  to  attract  traffic. 
On  the  basis  of  a  movement  of  four  miles  per  hour 
thru  the  canalized  portion  of  the  route,  vessels  would 
move  from  Georgian  Bay  to  Montreal  in  seventy 
hours,  giving  an  advantage  of  from  one  and  one- 
half  to  two  days  over  existing  routes.  This  calcula- 
tion is  based,  however,  on  the  conditions  affecting 
^the  existing  fourteen-foot  waterway  by  way  of  the 
Welland  Canal. 

The  Welland  Canal  is  being  reconstructed  to  per- 
mit the  passage  of  the  Upper  Lakes  vessels.  If  the 
St.  Lawrence  route  to  Montreal  were  deepened  to 
twenty-two  feet,  it  is  probable — except  for  the  traf- 
fic conditions  already  mentioned — that  the  Georgian 
Bay  Canal  would  have  no  advantage  in  point  of 
time.  The  deepening  of  the  Lower  Lake  and  the 
river  canals  and  the  increase  in  the  size  of  the  locks 
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would  lessen  the  amount  of  lockage.  At  the  same 
time,  the  longer  stretches  of  lake  and  river  navi- 
gation would  permit  higher  average  speeds  than 
would  be  possible  on  the  northern  route. 

17.  Ottawa  system. — The  canals  of  the  Ottawa 
system  with  locks  200  feet  long  and  9  feet  in  depth, 
are  of  limited  importance.     On  the  Rideau  Canal 
system,  the  locks  are  124  feet  long  and  5  feet  deep; 
while  on  the  Richelieu  system  they  are  200  feet  in 
length  and  7  feet  deep.     The  Trent  Canal,  which 
is  intended  to  connect  Georgian  Bay  and  the  eastern 
end  of  Lake  Ontario,  affords  a  tortuous  water  route 
six  times  as  long  as  the  direct  land  route.     The  gov- 
erning depth  is  five  feet.     The  route  is  being  con- 
structed for  the  use  of  barges.     Among  its  other  dis- 
advantages as  compared  with  the  Welland   Canal 
route  is^the  fact  that  it  has  five  hundred  feet  more  of 
vertical  lift. 

18.  No  canal  tolls. — From  an  early  date  the  con- 
struction of  improved  transportation  ways  in  Canada, 
both  water  and  rail,  has  looked  to  participation  in 
the  trade  of  the  western  states  adjoining  the  Great 
Lakes.     Since    1903   tolls   have   not   been   charged. 
The  advantage  of  increased  traffic,  as  reacting  on  the 
general  business  of  Canada,  is  expected  to  compen- 
sate for  this  additional  charge  on  the  general  revenue 
of  the  country. 

Thruout,  the  aids  to  navigation  and  the  deepening 
of  harbors  are  charged  against  the  general  revenues 
of  the  country. 
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19.  Great  Lakes  traffic, — A  tremendous  volume  of 
freight  and  vessel  tonnage  has  developed  on  the  Great 
Lakes.     Without  comparing  values,  it  may  be  said 
that  in  seven  and  a  half  months  of  the  year  there 
passes   thru   the   two   canals   at    Sault    Ste.    Marie 
three  times  the  vessel  tonnage  that  goes  thru  the  Suez 
Canal  in  a  year.     When  to  this  there  is  added  the  ves- 
sel tonnage  between  Lakes  Huron  and  Michigan  on 
the  one  hand,  and  Erie  on  the  other,  the  result  may 
be  measured  by  the  statement  that  during  the  season 
of  navigation  a  vessel  passes  Detroit  every  six  min- 
utes.    The  number  of  vessels  passing  Detroit  is  ten 
times   greater  than  the  number   passing  thru   the 
Suez  Canal.     The  freight  tonnage  passing  Detroit 
is  greater  than  the  aggregate  of  all  the  cargoes  borne 
by  all  the  ships,  British  and  foreign,  entering  the 
ports  of  Great  Britain  in  a  year. 

20.  Traffic  on  the  Upper  Lakes. — Of  the  traffic  on 
Canada's  inland  waters,  that  of  the  Upper  Lakes  is 
the  most  important.     In  1912  the  movement  thru 
the  Welland  and  St.  Lawrence  Canals  represented, 
respectively,  seven  per  cent  and  six  per  cent  of  the 
total    movement    thru    the    Canadian    canals;    the 
movement  thru  the  Canadian  "Soo"  Canal  was  83 
per  cent  of  the  total.     A  changed  condition  was  repre- 
sented by  the  figures  of  1915.     The  opening  of  a  new 
and  larger  lock  on  the  United  States  side  of  the  St. 
Mary's  Rfver  deflected  some  19  millions  of  tons  from 
the  Canadian  "Soo"  canal.     Over  90  per  cent  of  this 
was  United  States  traffic  which  used  the  Canadian 
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Canal  as  a  matter  of  convenience.  The  percentages 
for  this  year  were  Welland  Canals,  20 ;  St.  Lawrence 
Canals,  22;  and  the  "Soo"  Canal,  50.  Of  the  total 
capital  expenditure  on  canals  since  Confederation, 
four-fifths  has  been  on  the  "Soo,"  Welland  and  St. 
Lawrence  Canals.  Between  1909  and  1912,  the 
freight  traffic  passing  thru  the  Canadian  "Soo"  Canal 
increased  by  42  per  cent.  In  the  same  period,  the 
traffic  passing  thru  all  Canadian  canals  increased  by 
41  per  cent.  Of  the  increase,  62  per  cent  was  attrib- 
utable to  the  "Soo"  Canal.  As  has  been  indicated,  a 
deflection  of  traffic  to  the  American  "Soo"  canals  de- 
creased the  total.  The  total  tonnage  passing  thru 
the  Canadian  canals  fell  from  52.3  millions  in  1913 
to  22.2  millions  in  1917.  With  this  general  reduction 
in  tonnage  the  percentage  proportion  of  the  "Soo" 
Canal  has  been  reduced;  it  now  has  69  percent,  while 
the  Welland  and  the  St.  Lawrence  Canals  have  re- 
spectively 11  per  cent  and  15  per  cent. 

A  significant  fact  in  the  development  of  lake  trans- 
portation has  been  the  increasing  importance  of  the 
Upper  Lakes.  The  great  increase  in  the  traffic  pass- 
ing through  the  "Soo"  canals  is  one  index  of  this. 
With  the  development  of  the  United  States,  the  west- 
ward movement  of  grain  centers  and  the  expansion  of 
population  have  lessened  the  transportation  impor- 
tance possessed  by  the  Lower  Lakes  in  the  early  days 
of  the  Canadian  canal  system.  In  the  United  States, 
the  center  of  wheat  production  has  moved  west  and 
north.  In  Canada,  the  more  recent  development  of 
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the  wheat  areas  of  the  Northwest  has  intensified  the 
significance  of  this  northward  and  westward  pull. 
The  transportation  significance  of  these  changes  is 
that  all  the  shortest  lines  of  communication  from  the 
Northwest  to  the  seaboard  lie  across  Canada. 

21.  Character  of  freight. — In  the  general  traffic  of 
the  lakes,  iron  ore,  coal  and  grain  are  of  most  impor- 
tance. The  figures  for  the  season  of  1913 — a  very 
active  traffic  year — show  the  movement  by  percent- 
ages thru  the  "Soo"  canals  as  follows: 

East-Bound  West-Bound 

Iron  ore 81.2  

Grains,  including  flour 16.26  .... 

Lumber 1.65  .... 

General  merchandise .69  6.66 

Copper .14  .... 

Building  stone,  sand,  pig-iron,  etc. .  .          .04  .... 

Coal    90.84 

Manufactured  iron 1.85 

Salt .53 

Miscellaneous    .15 

The  distribution  of  traffic  by  percentages  for  the 
Canadian  "Soo"  Canal,  the  Welland,  and  the  St. 
Lawrence  in  1915  was  as  follows: 


Agricultural  Animal 

products  products 

"Soo"   Canal..   17.28  .02 
Welland  Canal  22.51 
St.  Lawrence 

Canals  .        .   16.31  .98 


Manufac- 
tures 
2.08 
7.49 


Products 
of  forests 

.21 
9.79 

13.84 


Products 
of  mines 

80,11 

60.21 

62.11 


The  traffic  handled  thru  the  Canadian  canals,  ex- 
pressed in  percentages,  is  given  in  the  following  table: 
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1919  1913  1914  1915  1916  1917 

per  cent  per  cent  per  cent  per  cent  per  cent  per  cent 

Agricultural  products.  14.51  16.40  21.51  34.11  21.96  17.21 

Animal  products 04  .04  .04  .07  .04  .06 

Manufactures   4.68  3.61  3.^9  7.21  3.53  3.65 

Products  of  forests...     3.43  3.22  4.38  9.83  5.8T  5.36 

Products  of  mines....   77.73  7634  70.78  48.78  68.60  73.82 

REVIEW 

To  what  extent  does  water  transportation  regulate  freight 
rates?  What  affects  the  efficiency  of  inland  water  transporta- 
tion? 

What  liabilities  do  shipowners  assume  for  the  freight  they 
carry?  How  do  the  different  bills  of  lading  modify  these  lia- 
bilities? 

Describe  the  Georgian  Bay  canal  route  to  Montreal. 

What  commodities  constitute  the  bulk  of  the  traffic  on  the 
Great  Lakes? 


CHAPTER  XIX 

GRAIN  AND  OTHER  TRAFFIC  ON  THE  GREAT  LAKES 

1.  Questions  connected  with  grain  traffic. — With 
the  expanding  grain  traffic  of  the  Northwest,  there 
arise  various  important  traffic  questions.  There  is 
not  only  the  question  of  what  proportion  is  lake  borne, 
but  the  further  question  as  to  what  routes  it  takes. 
The  nature  of  the  movement  to  the  head  of  the  lakes 
with  its  concentration  of  a  large  movement  in  a  rela- 
tively short  space  of  time  has  an  important  bearing 
not  only  on  the  transportation  system  but  also  on  the 
fortunes  of  wheat-growing.  In  1913,  the  grain  ship- 
ments out  of  Fort  William  and  Port  Arthur  in  the 
months  of  October  and  November  were  44  per  cent 
of  the  total  for  the  year.  As  is  pointed  out  in  Mr. 
Sanford  Evans'  interim  report  on  the  Georgian  Bay 
Canal,  the  method  of  marketing  grain  in  Western 
Canada  is  "to  thrust  forward  sharply,  immediately 
after  the  harvest,  the  greater  part  of  the  surplus,  re- 
serving something  for  a  second  thrust  about  the 
following  May."  It  further  happens  that  the  heavy 
marketing  of  wheat  from  Western  Canada  tends  to 
happen  at  periods  when  the  demand  of  the  United 
Kingdom  is  relatively  light.  It,  therefore,  follows 
that  the  rushing  forward  of  grain  which  is  necessi- 
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tated  by  credit  conditions,  lack  of  farm  storage,  etc., 
breaks  the  price. 

2.  Capacity  of  elevators. — There  are  in  Manitoba, 
Saskatchewan,  Alberta,  and  Ontario,  west  of  Fort 
William,  elevators  and  warehouses  with  a  capacity  of 
128.7  millions  of  bushels.     There  are  at  Fort  William 
and  Port  Arthur  terminal  elevators  with  a  capacity  of 
49.3  millions  of  bushels.     In  Ontario,  there  are  public 
elevators  with  a  storage  capacity  of  18.2  millions  while 
Quebec  and  the  Maritime  Provinces  have  respectively 
storage  capacities  of  11  and  2.3  millions  of  bushels. 

It  is  this  chain  of  elevators  thru  which  the  grain 
works  to  the  seaboard  either  for  domestic  or  for  ex- 
port consumption. 

3.  Method  of  doing  business  under  Grain  Act. — 
In  1912,  the  "Canada  Grain  Act"  took  the  place  of 
"The  Manitoba  Grain  Act,"  which  had  been  enacted 
in  1910  and  which  was  concerned  with  the  supervision 
of  the  grain  industry.     Under  the  Grain  Act,  there 
are  three  methods  of  doing  business — merchant,  ware- 
houseman, and  factor  or  agent.     The  first  includes 
the  track  buyer  and  country  elevator  where  the  dealer 
exercises  his  function  in  buying  grain  outright;  the 
second,  the  terminal  elevator  and  the  country  elevator 
in  the  exercise  of  its  function  by  doing  a  storage  busi- 
ness only;  and  the  third  includes  all  commission  mer- 
chants.    Under  the  law,  the  terminal  elevator  is  lim- 
ited to  the  business  of  a  warehouseman,  i.e.,  it  can- 
not deal  in  grain. 

4.  Licenses  and  inspection. — The  public  function 
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performed  by  the  elevators  is  subject  to  a  licensing 
and  inspection  system  under  the  Board  of  Grain  Com- 
missioners, a  body  of  three  men  appointed  to  carry 
out  the  enforcement  of  the  Grain  Act.  Licenses  are 
subject  to  bonds  being  given  to  cover  the  financial 
responsibilities  incident  to  the  type  of  business  en- 
gaged in. 

5.  Causes  for  car  shortage. — In  the  handling  of 
grain  forward  from  the  producing  point,  the  initial 
relation  with  the  railway  begins  when  application  is 
made  for  cars  and  the  entry  therefor  placed  in  the 
car  order  book.  Difficulties  in  respect  of  car  short- 
ages may  arise  from  causes  for  which  the  railways 
are  responsible,  from  difficulties  for  which  shippers 
elsewhere  are  responsible  by  holding  cars  under  load, 
or  from  difficulties  attributable  to  the  volume  of  the 
crop. 

So  long  as  the  present  limited  storage  facilities  exist 
upon  the  farm — the  causes  for  this  being  in  many 
cases  the  limited  financial  resources  of  the  farmer — 
wheat-farming  will  be  a  cause  of  constant  heart  burn- 
ings to  the  small  producer.  Mixed  farming  is  be- 
ing much  discussed  and  a  fair  start  has  been  made 
in  Alberta.  From  the  railway  standpoint,  one  ad- 
vantage of  mixed  farming  will  be  more  economical 
utilization  of  rolling  stock  and  a  steadier  and  a  more 
efficient  transportation  service,  since  there  will  be  a 
diffused  burden  instead  of  a  sharply  concentrated 
peak  load.1 

1  The  general  description  given  is  summarized  from  the  lectures  by 
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6.  Documents  in  grain  shipments. — The  cars  are 
billed  forward  from  the  shipping  station  under  the 
bulk  grain  bill  of  lading,  which  is  made  out  in  dupli- 
cate. The  original  bill  when  receipted  by  the  railway 
becomes  the  commercial  bill  of  lading  which  is  used  in 
financing  against  the  grain.  The  duplicate  bill  is  the 
railway's  record.  The  face  of  the  bill  shows  the  ship- 
ping station,  to  whose  order,  to  what  station  and  ter- 
minal elevator  the  grain  is  shipped,  who  is  to  be  ad- 
vised of  its  inspection  and  its  outturn  on  unloading, 
the  kind  of  grain  and  the  approximate  quantity.  The 
duplicate  bill  remains  at  the  shipping  station.  The 
local  station  agent  copies  out  the  instructions  from 
the  bill  of  lading  on  a  separate  paper  known  as  the 
"way-bill."  This  document  goes  forward  with  the 
shipment,  under  the  custody  of  the  conductor  of  the 
train. 

There  are  four  documents  representing  one  car; 
(1)  the  bill  of  lading;  (2)  the  inspection  certificate  is- 
sued in  Winnipeg;  (3)  the  elevator  outturn;  (4)  the 
official  weight  certificate  issued  at  Fort  William. 

The  surrender  of  the  warehouse  receipt  properly 
indorsed  is  a  condition  precedent  to  the  shipment  of 
grain.  The  receipt  thus  surrendered  is  sent  to  the 
Government  registrar  for  cancelation,  so  complet- 
ing his  records.  The  canceled  receipt  is  returned  by 
him  to  the  elevator  company,  in  this  manner  complet- 
ing its  record. 

Mr.  Piper,  of  the  Empire  Elevator  Company,  before  the  Manitoba  Agri- 
cultural College. 
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7.  Statutory    grades    of    grain. — The    cars    are 
shipped  under  seal.     Provision  is  made  for  Govern- 
ment sampling  en  route,  in  order  to  establish  the 
grade.     A  train  of  from  forty  to  forty-five  cars  can 
be  sampled  in  one  hour.     The  statutory  grades  of 
grain  are  1  Hard,  1  Northern,  2  Northern  and  3 
Northern.     The  statute  also  provides  for  further  sub- 
division  under   the   heading   of .  commercial   grade, 
no   grade,    rejected,    condemned.     The    commercial 
grades,  usually  three  in  number,  are  established  yearly 
by  a  body  of  experts   known   as  the   "Standards 
Board,"  appointed  by  the  Grain  Commission.     This 
Board  meets  once  a  year,  usually  in  October,  at  Win- 
nipeg, to  fix  the  commercial  grades  for  the  new  crop. 
"No  grade"  means  grain  which  has  excessive  moisture, 
being  tough  or  damp.  "Rejected"  grain  is  that  which 
is  unsound,  musty,  dirty,  smutty  or  sprouting,  or 
which  contains  large  admixtures  of  other  kinds  of 
grain,  seeds,  or  wild  oats,  or  which  from  any  other 
cause  is  unfit  to  be  classed  under  any  of  the  recog- 
nized grades.     "Condemned"  grain  is  grain  which  is 
in  a  heating  condition,  or  is  badly  bin-burnt. 

Since  the  identity  of  grades  has  to  be  preserved  at 
the  terminal  points,  in  the  public  terminal  elevators 
by  binning  together  all  grain  of  the  same  grade  it  is 
manifest  that  in  a  season  when  there  is  great  sub- 
division of  grades  the  efficiency  of  the  general  elevator 
facilities  is  much  lessened,  thereby  slowing  down  the 
railway  movement. 

8.  Special  charges. — In  addition  to  the  thru  rail- 
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way  rate,  there  may  be  special  charges  covering,  e.g., 
bulkheading,  where  a  charge  of  one  cent  per  hundred 
pounds  is  made  to  cover  damage  to  the  car  due  to 
partitions  being  built  therein  to  separate  different 
kinds  of  grades  of  grain ;  stopover,  one  cent  per  hun- 
dred, this  being  charged  when  car  is  stopped  in  transit 
and  its  contents  unloaded  and  reloaded;  a  diversion 
charge  of  $3;  and  demurrage. 

9.  Utilization  of  elevator  facilities. — An  economi- 
cal utilization  of  the  elevator  facilities  at  the  head  of 
the  lakes  is  effected  in  connection  with  the  movement 
eastward  through  the  Lake  Shippers'  Clearance  As- 
sociation.    It  is  in  effect  a  voluntary  clearing-house. 
A  shipper  may  have  delivered  to  him  warehouse  re- 
ceipts covering  grain  located  in  various  terminal  ele- 
vators.    Instead  of  having  to  go  thus,  perhaps,  thru 
all  the  elevators,  the  Association,  thru  the  exchange  of 
warehouse  receipts  of  others  similarly  situated,  may 
be  able  to  concentrate  the  cargoes  in  one  or  two  ele- 
vators. 

10.  Analysis  of  grain  movement. — As  one  of  the 
great  problems  of  the  Canadian  Northwest  has  been 
concerned  with  rushing  the  grain  to  the  lakes  before 
the  close  of  navigation,  the  problem  of  how  and  to 
what  extent  the  movement  from  the  head  of  the 
lakes  is  water-borne  is  important. 

The  movement  of  Canadian  wheat  thru  the  Cana- 
dian "Soo"  Canal  has  grown  from  one  million  bushels 
in  1895  to  60.5  millions  in  1917,  the  high  point  having 
been  reached  in  1913  when  101  millions  of  bushels 


TRAFFIC  ON  THE  GREAT  LAKES          327 

passed  thru  the  canal.  There  is  also  to  be  considered 
the  flour  movement.  Converting  barrels  of  flour  into 
wheat  at  the  ratio  of  4^  bushels  to  the  barrel  there 
is  to  be  added  13.2  millions  of  bushels  bringing  the 
total  up  to  73.7  millions. 

The  movement  of  Canadian  wheat,  exclusive  of 
flour,  shipped  from  lake  ports  through  the  Canadian 
and  American  "Soo"  Canals  for  a  period  of  years  is, 
in  percentages,  as  follows: 

From  Port  Arthur,  Fort 

William,  and  Duluth 

TO  1913  1914  1915  1916  1917 

Montreal   .......  10.7  10.8  2.4  0.19  1.4 

Georgian  Bay  ports 1&.4  26.2  14.9  26.19  33.0 

Other  Canadian  ports 20.5  36.2  19.4  15.39  19.7 

Buffalo     30.4»  96.8  63.3  58.23  45:9 

11.  Grain  traffic  diverted  to  United  States. — The 
Evans'  report,  already  referred  to,  points  out  that 
the  traffic  diversion  to  United  States'  routes  appears 
to  be  concerned  with  the  seasonal  peaks  of  the  grain 
business  of  Western  Canada;  that  is,  the  regular 
movements  tended  to  be  by  Canadian  routes,  the 
surplus  moving  over  United  States'  routes. 

The  distribution  of  the  movement  is  indicative  of 
the  importance  of  short-rail  route  methods  of  com- 
munication with  the  seaboard,  either  across  Ontario 
or  via  Buffalo.  Of  the  18.2  millions  of  bushels  of 
elevator  capacity  in  the  public  elevators  of  Ontario, 
east  of  Port  Arthur  Bay  ports,  the  distribution  in 
point  of  capacity  is  as  follows :  Georgian  Bay  ports, 
55.3  per  cent;  other  Canadian  ports  i.e.,  Lake  Huron 
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and  Lake  Erie  to  Port  Colborne,  33.3  per  cent;  east 
of  Port  Colborne,  11  per  cent. 

12.  Upper    Lake    traffic    encourages    specialized 
vessel  construction. — The  relatively  simple  nature  of 
the  traffic  of  the  Upper  Lakes  and  the  large  bulk 
of  the  individual  items  thereof  have  encouraged  spe- 
cialized vessel  construction.     Grain  and  flour  furnish 
a  considerable  amount  of  cargo  for  the  smaller  ves- 
sels, such  as  the  wooden  steamers  in  the  three  hun- 
dred and  three  hundred  and  fifty  foot  classes.     Lum- 
ber is  handled  to  a  large  extent  by  wooden  steam 
barges  which  tow  loaded  barges.     Schooners  are  also 
to  some  extent  still  engaged  in  this  traffic.     It  is  in 
the  traffic  in  ore,  grain,  and  coal  that  the  large  bulk 
freighters  are  used.     In  this  traffic,  the  tramp  or 
"wild"  boats  are  of  importance  as  a  regulative  factor. 
Tank  boats  are  also  used  in  the  carriage  of  oil — for 
example,  by  the  Imperial  Oil  Company — to  the  head 
of  the  lakes,  where  supplies  of  oil  are  stored  to  be 
shipped  on  further  west  in  the  winter  season. 

13.  Package  freight. — The  package  freight  of  the 
lake  includes  general  merchandise,  such  as  silks  and 
woolen    fabrics    and    manufactured    goods,    canned 
goods,  fine  furniture,  bar  iron  and  steel,  etc.     Here 
the  traffic  is  carried  mostly  by  line  boats.     The  rates 
of  the  line  boats  are  usually  lower  than  those  of  the 
rail  carriers   by   an   agreed   difference.     While   the 
Northern  Navigation  Company  and  the  Dominion 
Transportation  Company  enter  into  thru  rate  ar- 
rangements with  railways,  there  are  various  thru  all- 


TRAFFIC  ON  THE  GREAT  LAKES 

water  independent  lines  operating  to  the  head  of  the 
lakes,  e.g.,  the  Inland  Lines  operating  from  Mont- 
real, Toronto,  and  Hamilton  to  Sault  Ste.  Marie, 
Ont.,  and  Fort  William,  the  Canadian  Lake  Line  and 
the  Merchants'  Mutual. 

14.  Influences  affecting  lake  rates. — The  rates  on 
lake-borne  traffic  are  affected  by  the  bulk  of  the  move- 
ments and  the  specialized  types  of  construction.     The 
balance  between  the  traffic  in  different  directions  is 
also  a  factor  in  influencing  rates.     For  example,  the 
large  bulk  of  cargo  moving  east  thru  the  "Soo"  canals 
leaves  a  large  amount  of  empty  vessel  space  moving 
westward  to  handle  this  cargo.     This  in  turn  reacts 
on  the  rates  on  west-bound  coal,  the  only  traffic  offer- 
ing in  large  amount  moving  westward. 

15.  Load  factor  in  lake  traffic. — An  instructive 
analysis  of  the  load  factor  in  lake  traffic  is  contained 
in  the  interim  report  on  the  Georgian  Bay  Canal, 
published  in  1916.     In  the  movement  eastward  thru 
the  Canadian  and  the  United  States  "Soo"  canals  in 
1913,  there  were  carried  2.03  tons  of  cargo  for  every 
net  registered  ton  of  vessel  capacity.     On  the  trips 
west-bound,  the  amount  averaged  about  one-third. 
Both  the  east-bound  and  the  west-bound  traffic  move- 
ments are  regular,  and  do  not  show  the  same  extreme 
peaks  as  appear  in  the  rail-borne  grain  traffic. 

In  the  case  of  traffic  of  United  States  origin,  the 
ratio  was  2.09  to  1;  while  in  the  case  of  traffic  of 
Canadian  origin  the  disparity  was  much  greater,  the 
ratio  being  7.91  to  1.  The  disparity  between  the 
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Canadian  and  the  United  States  movements  is  due  to 
the  much  greater  bulk  of  traffic-offering  west-bound 
in  the  case  of  traffic  of  United  States  origin.  In  the 
case  of  Canada,  the  bulk  of  grain  moving  eastward  is 
the  predominating  factor.  The  traffic  of  Canadian 
origin,  from  Lake  Superior,  is  not  as  equally  dis- 
tributed as  in  the  United  States  traffic.  The  iron  ore 
from  the  ore  ranges  of  Minnesota  moves  forward  with 
fair  regularity.  The  rushing  forward  of  the  Cana- 
dian grain  before  the  close  of  navigation  makes  a  peak 
load.  In  October,  1915,  there  were  loaded  out  by 
water  from  Fort  William  and  Port  Arthur  52,- 
850,000  bushels  of  grain. 

In  the  traffic  with  Lake  Huron  and  Georgian  Bay 
ports,  Canadian  vessels  carried  5.26  tons  east-bound 
for  1  west'-bound.  In  the  traffic  with  Lake  Michigan, 
which  is  of  minor  importance,  the  bulk  of  the  move- 
ment was  westward,  the  ratio  here  being  1  eastward 
to  2.15  westward.  From  the  standpoint  of  compara- 
tive utilization  of  vessel  space,  the  most  satisfactory 
movements  are  to  Lake  Ontario  and  St.  Lawrence 
River  ports,  where  there  were  1 .76  tons  east-bound  to 
1  west-bound  and  Lake  Erie  ports  with  a  ratio  of 
1.09  to  1. 

16.  Movement  of  traffic. — An  analysis  of  the  traf- 
fic of  Canadian  origin  moving  in  either  direction  gives 
the  following  percentage  distribution: l 

i  These  computations  are  from  the  Evans'  report. 
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East-Bound  West-Bound 

To  or  from  Lake  Erie 54.04  3.09 

To  or  from  Lake  Michigan 1.38  .... 

To  or  from  Lake  Huron  and  Georgian 

Bay 32.89  45.81 

To  or  from  Lake  Ontario  and  the  St. 

Lawrence  River   11.68  51.09 

As  bearing  on  the  traffic  fortunes  not  only  of  the 
proposed  Georgian  Bay  Canal  but  also  of  the  ex- 
pansion of  the  existing  canal  system  a  percentage 
analysis  showing  the  direction  of  the  movement  of  the 
total  traffic,  whether  of  Canadian  or  of  United  States 
origin,  passing  in  either  direction  thru  the  "Soo"  Ca- 
nals is  of  value: 

East-Bound  West- Bound 

To  or  from  Lake  Erie 83.48  94.07 

To  or  from  Lake  Michigan :  .  .  .  10.77  1.59 

To  or  from  Lake  Huron  and  Georgian 

Bay  ports 4.14  2.14 

To  or  from  Lake  Ontario  and  the  St. 

Lawrence  River  ports 1.61  2.18 

17.  Formation  of  Canada  Transportation  Lines, 
Ltd. — In  June,  1913,  an  amalgamation  was  formed 
to  control  various  freight  and  passenger  services, 
whereby  a  new  company  with  a  capital  of  $25,000,000, 
the  Canada  Transportation  Lines,  Limited,  took  over 
the  Richelieu  and  Ontario  Navigation  Company,  the 
Inland  Lines,  Northern  Navigation  Company,  St. 
Lawrence  River  Steamboat  Company,  Quebec 
Steamboat  Company,  Canada  Interlake  Line,  On- 
tario and  Quebec  Navigation  Company,  Merchants' 
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Montreal  Line,  S.  S.  Haddington,  Thousand  Island 
Steamboat  Company. 

The  Richelieu  and  Ontario  Company  already  con- 
trolled by  purchase,  or  by  stock  ownership,  the  Inland 
Lines,  Northern  Navigation  Company,  Niagara 
Navigation  Company,  St.  Lawrence  River  Steam- 
boat Company,  Thousand  Island  Steamboat  Com- 
pany and  Merchants'  Montreal  Line.  The  Quebec 
Steamship  Company  operated  a  service  between  Que- 
bec and  the  maritime  provinces,  as  well  as  between 
Quebec,  New  York  and  the  West  Indies.  The  Can- 
ada Interlake  Line  had  already  consolidated  the  in- 
terests operating  under  the  name  of  the  Merchants' 
Mutual  Line.  The  consolidation  is  now  known  as 
the  Canada  Steamship  Limited. 

18.  Advent  of  large  vessels. — In  1898,  the  con- 
struction of  a  vessel  475  feet  long  for  the  Bessemer 
Steamship  Company,  an  American  lake  boat  com- 
pany, was  hailed  as  marking  an  epoch  in  lake  ship- 
building. Today  there  are  600-foot  freighters,  and 
larger  vessels  are  not  unknown.  Such  boats,  while 
monstrosities  from  the  standpoint  of  naval  architec- 
ture, have  great  carrying  capacity.  The  "J.  Pier- 
pont  Morgan,"  which  is  605  feet  5  inches  in  length, 
can  carry  in  a  single  voyage  a  cargo  equal  to  the  com- 
bined cargo  capacities  of  every  vessel  afloat  on  Lake 
Superior  in  1861.  On  the  day  this  boat  was  launched, 
its  captain  declared  that  it  could  carry  in  a  single 
voyage  as  much  ore  from  Duluth  to  Cleveland  as 
the  first  steamer  he  had  commanded  twenty-eight 
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years  before  could  have  carried  in  two  years  and  a 
half. 

While  a  boat  of  this  type  is  built  so  that  it  can  carry 
nearly  21,000  tons  of  freight,  the  channels  in  the  De- 
troit, St.  Clair,  and  St.  Mary's  rivers  limit  its 
effective  carrying  capacity  to  about  14,000  tons. 
In  the  loading,  management  and  unloading  of  such  a 
vessel,  mechanical  appliances  are  freely  used.  It  is 
operated  economically  at  a  speed  of  from  11  to  12 
miles  per  hour,  with  a  coal  consumption  of  5  pounds 
for  each  100-ton  mile,  about  one-fourth  of  the  con- 
sumption required  for  the  performance  of  the  same 
work  by  a  railway.  A  600-foot  ore  boat  can  be 
loaded  by  the  use  of  ore  docks  in  2  hours  and  unloaded 
in  from  5  to  10  hours.  An  ore  boat  returning  light 
can  make  30  round  trips  in  a  season  between  Superior 
and  Cleveland.  If  it  takes  back  coal,  it  can  make 
20  round  trips. 

19.  Loading  and  unloading. — The  loading  and 
unloading  of  grain  can  be  carried  on  with  great  ex- 
pedition. At  the  new  government  elevator  at  Fort 
William,  100,000  bushels  can  be  unloaded  from  the 
cars  in  an  hour,  while  a  600-foot  boat  can  be  loaded 
in  less  than  4  hours.  In  one  day  in  1912,  fourteen 
boats  took  on  at  Fort  William  and  Port  Arthur  3,- 
000,000  bushels  of  grain.  At  the  end  of  September, 
1913,  one  grain  train  came  into  Winnipeg  with  68 
cars  of  wheat,  or  76,500  bushels.  From  Winnipeg  to 
the  head  of  the  lakes,  the  trains  average  about  41  cars. 
This  means  that  one  600-foot  boat  can  take  on  nine 
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such  train  loads.  In  the  case  of  the  3,000,000  bush- 
els loaded  in  one  day,  this  was  equivalent  to  65  train 
loads. 

The  largest  Canadian  lake  freighter,  the  " W.  Grant 
Morden,"  was  launched  in  April,  1914.  The  vessel  is 
625  feet  long,  59  feet  beam,  and  32  feet  deep.  She 
has  an  estimated  carrying  capacity  of  580,000  bushels 
of  wheat.  On  September  17,  1914,  this  vessel  car- 
ried out  of  Fort  William  a  cargo  of  451,214  bushels. 
This  is  the  equivalent  of  10  average  grain  trains.  As- 
suming a  Western  township  to  have  an  average  yield 
of  20  bushels  per  acre,  this  cargo  equalled  approxi- 
mately 98  per  cent  of  this  yield. 

At  Port  McNicoll,  the  Canadian  Pacific  port  on 
Georgian  Bay,  on  August  11,  1916,  there  were  un- 
loaded 382,700  bushels  in  13  hours.  At  the  same 
time  the  railway  loaded  out  141  cars,  or  229,100 
bushels,  in  10  hours. 

20.  Combined  inland  and  ocean  traffic. — It  is  at 
times  urged  that  the  improvement  of  the  St.  Lawrence 
canals,  if  this  follows  the  improvement  now  under 
way  on  the  Welland  Canal,  or  the  construction  of  the 
Georgian  Bay  Canal,  will  lead  to  ocean-going  vessels 
carrying  their  cargo  in  to  lake  ports,  without  breaking 
bulk,  and  receiving  there  export  freights.  Without 
going  into  earlier  experiences,  reference  may  be  made 
to  the  fortunes,  in  1901,  of  the  vessels  built  for  the 
Counselmen  Syndicate  by  the  American  Shipbuild- 
ing Company.  Altho  they  journeyed  under  their 
own  steam  from  Chicago  to  Europe,  the  venture  was 
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so  unprofitable  that  it  was  given  up  after  one  season. 
The  fact  that  the  vessels  could  not  load  to  their  full 
depth  of  twenty  feet  until  Montreal  was  reached  was 
peculiar  to  the  existing  canal  depth.  In  addition, 
they  could  not  compete  in  cargo  capacity  with  the 
larger  vessels,  either  of  the  lakes  or  of  the  ocean. 
Their  sailors  were  paid  on  the  lake  scale  of  wages, 
about  twice  as  high  as  the  ocean  scale.  In  addition, 
the  vessels  were  subjected  to  high  insurance  charges. 
The  North  Atlantic  requires  vessels  to  be  of  especially 
stout  construction.  The  lake  vessel  is  more  lightly 
constructed.  The  stronger  hulls,  etc.,  needed  for  the 
ocean  voyage  add  about  20  per  cent  to  the  cost.  The 
lake  vessel,  on  account  of  the  smaller  amount  of  coal 
needed  to  be  carried,  has  greater  cargo  space  in  pro- 
portion to  size  than  the  ocean-going  vessel.  In  gen- 
eral, the  latter  costs  about  twice  as  much  per  ton  of 
cargo  capacity  as  the  former.  A  combined  lake  and 
ocean  type  of  vessel  would  lack  the  economic  advan- 
tages attaching  to  the  more  specialized  type. 

21.  Lake  rates. — Figures  collected  by  the  Rail- 
ways and  Canals  Department  give  the  following  ton- 
mile  rate  data  for  wheat  for  the  years  1913-1915,  in- 
clusive : 

1913  1914  1915  1916  1917 

Fort  William— Montreal    142  .124  .132  .205  .265 

Fort  William— Georgian  Bay 148  .095  .282  .264  .270 

Fort  William— Other  Canadian  ports  .104  .065  .124  .169  .185 

Fort  William— Buffalo 103  .061  .159  .159  .196 

This  may  be  compared  with  the  all-rail  ton-mile 
rate  on  grain,  on  the  normal  basis,  from  Fort  William 
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to  Montreal,  viz.,  .401  cents.  On  the  lake  rate  to 
Montreal,  in  1915,  one  ton  would  be  moved  757  miles 
for  one  dollar,  while  all-rail  the  ton  would  be  carried 
248  miles.  During  the  summer  of  1916,  there  was  a 
lower  all-rail  rate  giving  a  ton-mile  rate  of  .36  cents. 
On  this  a  ton  would  be  carried  277  miles  for  one 
dollar. 

22.  Ton-mile  rate  in  water-borne  and  rail-borne 
traffic. — In  making  comparisons  between  the  ton-mile 
rate  on  water-borne  traffic  and  rail-borne  traffic,  it 
must  be  remembered  that,  in  the  ton-mile  rate  on  the 
former,  there  is  included  no  charge  by  way  of  con- 
tribution to  the  capital  cost  of  the  canals,  as  well  as 
of  the  improvements  in  harbors  and  aids  to  navigation. 
It  is  a  vessel  rate  only. 

In  the  case  of  the  rail  rate,  there  is  not  only  a  pay- 
ment for  the  out-of-pocket  costs  of  the  actual  haulage 
movement;  there  is  also,  of  necessity,  a  payment  to- 
ward the  maintenance  and  operation  of  the  railway 
and  a  return  on  capital.  Owing  to  the  difference  in 
factors  concerned,  the  water  ton-mile  rate  quoted  is 
not,  in  strictness,  comparable  with  the  rail  ton-mile 
rate.  The  canal  system  has  cost  113.9  millions  of 
dollars.  The  maintenance  charges  on  this  in  1915 
were  1.4  per  cent.  A  computation  has  been  made 
that,  taking  interest  at  3^  per  cent  on  the  capital  and 
adding  thereto  maintenance  charges,  it  will  be  found 
that  this  contribution  figures  out  .146  cents  per  ton  per 
mile.  This  does  not  take  into  consideration  the  cost 
of  aids  to  navigation,  harbor  improvements,  etc. 


TRAFFIC  ON  THE  GREAT  LAKES    337 

Recognizing  the  limitations  of  the  method  used,  it 
would  appear  that  the  corrected  water  ton-mile  rate 
on  grain,  Fort  William  to  Montreal,  would  for  1917 
be  .411  cents.  On  this  basis,  $1  would  carry  a  ton 
243  miles. 

In  1912,  figures  collected  by  the  Department  of 
Railways  and  Canals  indicated  that  United  States 
traffic  using  Canadian  waterways,  had  a  ton-mile  rate 
of  .067  cents  against  the  Canadian  rate  of  .194  cents. 
The  computations  are  not  now  presented  in  this 
form. 

The  disparity  between  the  Canadian  and  the  Amer- 
ican lake  ton-mile  rates  indicates  the  difference  in  the 
nature  of  the  traffic,  and  has  a  bearing  on  the  Buffalo 
movement  of  Canadian  grain.  The  bulk  of  United 
States  traffic  carried  thru  Canadian  waterways  is 
concerned  with  iron  ore  and  coal.  Iron  ore  is  carried 
down  by  the  large  freighters  from  the  Minnesota  iron 
ranges;  coal  is  carried  back.  Expedition  is  desired 
so  as  to  get  the  maximum  number  of  trips  in  a  season ; 
coal  can  be  loaded  and  unloaded  by  mechanical  means. 
During  1912,  the  rate  on  ore  from  the  points  of  origin 
on  Lake  Superior  to  the  ports  of  destination  on  Lake 
Erie  was  55  cents  per  ton,  or  .063  cents  per  ton-mile; 
on  the  return  movement  there  is  a  large  amount  of 
empty  cargo  space  and  coal  is  carried  at  exceedingly 
low  rates — during  1912  at  30  cents  per  ton,  or  .046 
cents  per  ton-mile. 

23.  Variations  on  water-borne  grain  rates. — In  the 
matter  of  rates  on  water-borne  grain,  there  are  varia- 
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tions  from  year  to  year,  as  well  as  from  season  to 
season.  In  1915,  the  average  ton-mile  rate  from  Fort 
William  to  Georgian  Bay  ports  was  .282,  while  the 
spread  was  .285  cents.  In  1914,  the  average  was 
.104,  while  the  spread  was  only  .094. 

The  following  table  gives  the  average  ton-mile  rate 
and  spread  for  the  year  1915: 

Average  Spread 

Fort  William-Montreal   132        .079  (June  and  October) 

Fort  William-Georgian  Bay 28-2        .285  (July  and  December) 

Fort  William-other  Canadian  ports  .124        .196  (July  and  December) 

Fort   William-Buffalo    139        .Ul  (May  and  December) 

Fort  Colborne-Montreal   287         .113  (June  and  November) 

24.  Comparison  between  lake  and  canal  movements. 
—In  1913  and  1914  the  ton-mile  rates  from  Fort  Wil- 
liam to  Buffalo  were  .103  cents  and  .061  cents 
respectively.  These  low  average  rates  on  traffic  to 
Buffalo  are,  in  the  case  of  ore  and  coal,  held  down  by 
a  highly  specialized  traffic  and  the  necessity  of  obtain- 
ing cargo  for  backloading  on  the  westward  and  north- 
ward movement.  The  grain  rates  afford  a  more 
fairly  comparable  basis.  In  the  movement  to  Buffalo, 
there  is  large  bulk  in  large  freighters.  These  are  able 
to  obtain  some  cargo  on  Lake  Erie  either  of  coal  or  a 
certain  amount  of  package  freight.  In  the  movement 
thru  the  Welland  Canal  and  on  to  Montreal,  the 
physical  features  of  the  canal  system  limit  the  maxi- 
mum thru  cargo  to  80,000  bushels,  so  the  economies 
of  bulk  handling  are  not  so  largely  present.  The 
traffic  may  either  go  to  Montreal  or  be  transshipped  at 
Kingston.  In  either  case,  there  is  the  disadvantage 
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that  little  west-bound  cargo  is  offered  on  Lake  On- 
tario. 

In  the  lake  movement,  short  trips  with  minimum 
coal  consumption  are  the  most  profitable.  Even  in 
the  case  of  a  vessel  which  is  able  to  pass  thru  the 
Welland  Canal,  the  locking  thru  takes  about  nineteen 
hours.  The  same  expenditure  of  time  would,  after 
delivering  its  cargo  at  the  foot  of  Lake  Erie,  take  it 
back  as  far  as  the  Detroit  River.  As  between  the 
movement  to  Canadian  points  and  the  movement  to 
Buffalo,  it  must  also  be  remembered  that  while,  for 
example,  in  1912,  in  the  carriage  of  grain  between 
Canadian  and  United  States  ports,  the  average  ca- 
pacity of  the  Canadian  boats  was  102,000  bushels, 
in  the  same  movement  the  average  capacity  of  United 
States  boats  was  226,000  bushels.  In  1916,  the  in- 
surance rate  on  the  insurable  value  of  steel  hulls,  cov- 
ering all  risks  from  the  head  of  the  lakes  to  the  foot 
of  Lake  Erie,  was  3%  per  cent.  An  additional  one- 
half  per  cent  was  charged  on  the  movement  east 
thereof  to  Kingston,  while  an  additional  one-half 
per  cent  was  charged  on  the  movement  east  thereof 
to  Montreal. 

REVIEW 

Describe  the  methods  of  doing  business  under  the  "Canada 
Grain  Act." 

What   are   some   causes   of  car  shortage? 

What  documents  are  used  in  grain  shipments? 

Trace  the  development  of  grain  shipments  thru  the  "Soo" 
Canals.  Why  is  the  traffic  being  diverted  to  the  United  States? 

What  influences  affect  rates  on  lake  traffic? 
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How  has  specialized  traffic  on  the  lakes  affected  the  type  of 
boats  used? 

Why  have  vessels  built  for  combined  lake  and  ocean  service 
proved  unprofitable? 

What  causes  the  disparity  between  Canadian  and  American 
lake  ton-mile  rates? 


INDEX 


Adams  Express  Company,  279 
Agriculture,  and  Railway  Traffic,  47-50 
American  Express  Company, 

Founded  in  1850,  279 
American  Railroad  Journal,  279 
American  Railway  Association, 

Car  service  rules,  268-69;   Per  diem 
charge,  269;  Enforcement  of  rules, 
270 
Anomalies,  Import  Rate, 

Meaning  of,  192 ;  Canadian  Pacific 
on,  193 ;  Influences  on  import 
rates,  194 
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Rules  for,  233;  Disney  defines,  233; 
Railway's  liability  for,  233 ;  Stor- 
age charges  for,  234;  Initial  car- 
rier liable  for,  234;  Handling  of, 
in  Toronto,  235;  Carried  by  rail- 
ways, 235 

BUI  of  Lading, 

Conditions  of,  245 ;  Company  liabil- 
ity, 246-48;  Forms  of  the.  250— 
53;  Documents  of,  250;  Straight 
bills,  251;  Order  bill,  251;  Uni- 
form in  United  States,  251-52; 
Exemptions  prohibited  in,  310; 
Contents  of,  310;  Provisions  of 
grain,  311 

Board  of  Railway  Commissioners, 

Recommended  by  Railway  Committee, 
87;  Membership  of,  37;  Qualiflca 
tions,  87;  Powers  of,  38;  Juris- 
diction over  rates,  38 ;  Traffic  fa- 
cilities and  methods,  39 ;  Procedure 
of,  41;  Divisions  of,  into  two  sec- 
tions, 41 ;  Procedure  informal,  42  ; 
Findings  of,  on  law  and  fact,  42; 
Appeals,  43 ;  Accomplishments  of, 
43 ;  Applications  and  complaints, 
44;  Freight  classification  and,  96- 
99;  Judgment  of,  in  Western 
Rates  Case,  120 

Bond  Guarantees,  33 

Box  Car,  269 

British  North  American  Act, 

Intercolonial  Railway,  9;  Control 
under,  22 
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Canada, 

Comparison  beween  passenger  and 
freight  receipts  in,  213-14;  Pas- 
senger travel  tends  to  increase  in 
the  same  ratio  as  population,  in, 
216;  Railway  Act  of,  and  passen- 
ger rates,  227;  Express  companies 
in,  280;  Grain  elevators  and 
grain  traffic  in,  321-323;  Canada 
Grain  Act,  322 
Canada  Transportation  Lines,  Ltd., 

Formation    of,    331 

Canadian  Car  Service  Bureau,  256-58 
Canadian  Express  Company,  280 
Canadian  Freight  Association,  175 
Canadian  Freight  Classification, 

Early  conditions,  60 ;  Merchandise 
classes,  67;  Subdivisions,  68;  In- 
ternational traffic  and,  68;  Busi- 
ness expansion,  69—71;  Quantity 
and  rating,  71;  Canadian  Freight 
Association  on  minimum  weights, 
74;  Car  measurements.  74;  Ship- 
ment costs,  77 ;  Uniformity  in,  80 ; 
Mixing  privilege,  81;  Effect  of 
mixing  privilege  on  shippers  and 
consumers,  83 ;  Divergent  trade  in- 
terests secure  compromise  classifi- 
cation, 84;  New  distribution  cen- 
ters, 85;  Long  and  short  hauls  for 
prairie  centers,  85;  Jobbing  busi- 
nesses and,  86 ;  Edmonton  objects 
to  extension  of  mixing  privilege.  87; 
Distributive  business,  a  question  of 
balance,  88;  Factors  affecting.  88; 
Value  of  the  article,  89;  Bulk  and 
weight,  91;  Risk  attached  to  car- 
riage, 92;  Facilities  and  equipment 
required,  94;  In  operation  in  Can- 
ada. 96;  Board  of  Railway  Com- 
missioners and,  96;  New  issues  of, 
98;  Board's  participation  in  classi- 
fications, 99;  False  classification 
and  complaints,  99 
Canadian  Manufacturers'  Association, 

126 
Canadian  Northern  Express  Company, 

281 
Canadian  Northern  Railway, 

Increased    mileage,    16;    Position    of, 
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Canadian  Northern  Hallway — continued 
in  report  on  regional  reorganiza- 
tion, 23;  Financial  needs  de- 
manded government  control,  22, 
24 
Canadian  Pacific  Railway, 

Construction  work  by,  12-13;  East- 
ern connections,  13 ;  Grand  Trunk 
opposition,  13—14 ;  Monopoly  clause 
in  charter,  14;  Wheat  transporta- 
tion, 14-15;  Crow's  Nest  Pass  ex- 
tension, 15;  Subsidy  provisions, 
15-16  ;  Government  and,  23  ;  Mile- 
age, 26;  Switching  costs  on,  138; 
Station  costs,  209;  Tendency  to 
increase  weight  and  cost,  221; 
Kinds  of  passenger  tickets  in,  231; 
Agreement  between  Dominion  Ex- 
press Company  and,  282-84 
Canadian  Transportation, 

Waterways,  1;  Early  settlements,  1;  . 
Trade  routes,  2;  Highway  improve- 
ment, 3;  Freight  rates,  3-4;  First 
railroads,  5;  Charters  granted, 
6-6;  Guarantee  Act,  6;  Develop- 
ment period,  6;  Great  Western 
Railroad,  6,  7,  8,  10-11;  Grand 
Trunk  Railway,  6,  7,  8,  10,  11, 
18-14 ;  Water  competition,  7 ;  Gov- 
ernment loans,  7;  Railway  mileage, 
8 ;  Intercolonial  railway,  8  ;  British 
North  America  Act,  9;  Amalga- 
mation of  roads,  11;  Transconti- 
nental road,  12 ;  Canadian  Pacific, 
12;  Monopoly,  14;  Wheat  trans- 
portation, 14;  Subsidy  and  Cana- 
dian Pacific,  15';  MacKenzie  and 
Mann  line,  16;  Northern  Pacific, 
16;  Grand  Trunk  Pacific,  17-20; 
Hill  lines,  20;  Operation  in  On- 
tario, 21;  Railway  War  Board, 
21;  Expansion  of  the  Government 
railway  system,  22 ;  Concentration 
of  railway  control,  25 

See  Facilities  and  Equipment 
Canals, 

Efficiency  of,  308;  Terminals,  308- 
09;  "Soo"  Canal,  313,  317,  318, 
319;  Welland,  313,  315;  Georgian 
Bay,  314.  315;  Ottawa  System, 
316;  Rideau  Canal,  316;  Trent 
Canal,  316;  No  falls,  316;  St. 
Lawrence  traffic,  317;  Percentages 
of  traffic,  317;  Rates,  338 
Carriage, 

Common  law  obligations  of  the  rail- 
ways, 243 ;  Hntchinson  defines 
common  carrier,  243  ;  Carrier — as 
an  insurer — liable  for  all  goods  he 
undertook  to  carry,  except  in  five 
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cases,  243-44;  Bill  of  lading  and 
its  conditions,  245;  Liability,  246- 
48;  Insurance,  248;  Liability  as 
a  warehouseman,  248;  Warehouse 
defined,  249;  Storage  and  demur- 
rage charge,  249 ;  Loss  or  dam- 
age, 249 ;  Payment  of  charges, 
250;  Forms  of  the  bill  of  lading, 
250-53;  Order  bills  of  lading,  251; 
Due  diligence,  253;  Conditions  of, 
288 ;  Carver  on  carriage  of  goods 
at  sea,  309;  Water,  309-12 

Carriers,  Common, 
See  Carriage 

Cars, 

Size  of  freight,  53;  Loading  of,  53; 
Capacity  of,  218;  Traveling  in 
Pullman  and  sleeping  cars,  218; 
Additional  weight  in,  219;  Rela- 
tion between  weight  and  cost  of 
passenger  service,  219—22;  Box 
car  called  a  "legal  tender"  car, 
269. 
See  Car  Shortage 

Car  Shortage, 

Demurrage  rules,  258;  Embargoes, 
259;  Time  results,  259;  Higher 
demurrage,  261-62 ;  Georgia  Com- 
mission on,  265;  Klapp  on  aver- 
age agreement,  265 ;  Walsh  on  rec- 
iprocal demurrage,  266;  American 
Railway  Association  rules,  268- 
70;  Causes  for,  323 

Cartage   Service, 

Rates  for,  202,  204;  Railways  and, 
202 ;  Service  performed  by  Do- 
minion Transport  Company  and 
Shedden  Company,  in  East  Can- 
ada, 202 ;  Contentions  held  by  rail- 
ways, 203 ;  Charges  for,  not  under 
Board's  jurisdiction,  204 

Claims  Department, 

Work  of,  273;  Delay  in  settlement, 
274;  Adjustments  made,  275 

C.  L.  and  L.  0.  L. 

Freight  classification,  62-64;  66-77; 
Contention  of  railways,  62 ;  Classes 
in  United  States,  66;  In  Canada, 
67,  71;  Quantity  differences,  71- 
73 ;  Minimum  weights,  73 ;  Ship- 
ment costs,  77;  Freight  classifica- 
tion, 88-93 

Commutation, 

Earnings,  223;  Subject  to  competi- 
tion, 224;  Motor  traffic  affects, 
224;  Commutation  tickets,  231 

Competition, 

Rail  and  water,  7,  10;  Rates  and, 
104;  Lines  of  different  length, 


INDEX 


343 
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147;  Water,  influence  on  rates, 
150;  Production  centers  change, 
153;  Port  traffic,  154;  Markets 
compete,  155;  Sugar  and  oil,  156; 
Complementary  commodities,  158 ; 
Terminal  rates  and,  176;  Between 
water  and  port  traffic,  206;  Com- 
mutation business  subject  to,  224; 
Efficiency  of  water,  307 

Concentration  Bates, 

Advantage  to  shipper,   200 

Cost  of  Service, 

Rate  making,  115;  Distribution  of, 
115 ;  Interstate  Commerce  Com- 
mission on,  115 :  What  it  covers, 
116;  Ripley  analysis  of,  117;  Val- 
ues a  factor  in,  119;  Allocating  ex- 
penses, 120 ;  Western  rate  cases, 
120,  136;  Cullom  Committee  re- 
port, 121;  What  the  traffic  will 
bear,  121-125;  Pink  on,  122; 
Passenger  rates,  208,  210,  221 

Cowles,  Mr.,  on  Railway  Rates,  109 

Crow's  Nest  Pass  Agreement,  15,  186 

Cullom  Committee,  121 


Demurrage, 

Storage  charges,  249,  255-268;  Car 
service  bureau,  256-58;  Rules  ap- 
proved by  Board,  256;  Amount 
of  claims,  258 ;  Car  shortage  and, 
258;  Controversy  over,  259-61; 
Increased  charges,  261;  Pacific 
Car  Demurrage  Bureau  on,  262 ; 
Average,  263-65;  Demurrage  rules 
of  the  United  States,  263;  James 
O.  Klapp  on,  265;  Reciprocal, 
265-68;  J.  E.  Walsh  on,  266 

Destination,  Changing,  in  Transit,  199 

Differential  Rates, 

Competitive  carriers,  149;  Canada 
freight,  149 

Disney,  Definition  of  Baggage,  233 

Distance. 

A  factor  in  freight  rates,  140;  As  a 
factor  in  passenger  rates,  207; 
Basis  of  rates  in  Official  Classifica- 
tion territory,  141 

Distributive  Tariff, 

Origin   of,    181;   Reasons   for,    181 

Dominion  Express  Company,  280 


Equipment  of  Railways, 

See  Facilities  and  Equipment,  Devel- 
opment of 

Erickson,      Commission,      on      Railway 
Rates,  118-120 


Evans,  Sanford,  on  Grain  Shipment  in 
Canada,  321-327 

Excess-Fare  Trains,  208 

Export  and  Import  Rates, 

In  Canada,  190;  Commodity  rates 
on  staples,  191;  Export  traffic  on 
Chicago-New  York  base,  191;  Im- 
port rate  anomalies,  192 ;  Atti- 
tude of  railways  toward,  193 ;  Im- 
port rate,  how  governed,  194 

Express  Companies, 
See  Express  Service 

Express  Rates, 

See  Rates,   Express 

Express  Receipt,   Liability  under,   289 

Express  Service, 

Scope,  276;  Interstate  Commerce 
Commission  report  on,  277;  Early 
history,  278;  Herndon  originates, 
278;  Canadian  companies,  280; 
Relations  with  railroads,  281; 
Agreement  provisions,  282  ;  Agents, 
284;  Classification,  285;  Valua- 
tion charges,  287;  Weight  and 
space,  287;  Liability,  288-90;  Re- 
ceipts  and  contracts,  289-90; 
Standard  mileage  tariffs,  291; 
Traffic  conditions  a  basis  of  rates, 
292 ;  Four  standard  tariffs,  293 ; 
Local  tariffs,  295;  Transfers,  295; 
Quantity  and  rates,  297;  First- 
class  freight  rate,  298 ;  Special  cir- 
culars, 299;  Divisions,  299;  Pack- 
age rates,  300;  Rate  basis  not 
scientific,  304;  Thru  rates,  305 


Facilities  and  Equipment,  Development 

of, 

Expansion  of  Canadian  railway  sys- 
tem, 46;  Distribution  of  railway 
mileage,  46;  Potential  railway  traf- 
fic, 47;  Relation  of  agriculture  to 
railway  traffic,  47;  Actual  traffic, 
49;  Freight  traffic,  49;  Commo- 
dities carried  by  railways,  50; 
Tonnage  sources,  50;  Railway 
mileage,  51;  Improvements  in 
roadbed  and  rolling  stock,  52 ;  in- 
creased size  of  freight  cars,  53; 
Car  loading,  53 ;  Advantages  of 
electric  traction  over  steam,  55.; 
Economy  in  operation,  56;  How; 
earnings  are  measured,  58 

Fink,  Albert, 

Traffic  costs  analyzed,  122 

Freight  Business, 

Freight  traffic  in  Canada  between 
1907-1917,  49:  Comparisons  of 
freight  traffic,  133;  Movement  a 


INDEX 


Freight  Business — continued 

one-way  one,  211;  Difference  in 
passenger  and,  211,  217;  Con- 
nection with  passenger  business, 
212-13;  Mr.  W.  P.  Hinton  on, 
213;  Passenger  and  freight  re- 
ceipts compared,  213;  In  Canada, 
214 

See  Moving  the  Traffic 
Freight  Classification, 

Fundamental,  60;  Early  tariff  class- 
ification, 60;  First  tariff  sheet  in 
United  States,  60;  Railway  rate 
grouping,  61 ;  Railway  contention 
on  rating,  62 ;  Carload  ratings,  62- 
64;  How  built,  64;  In  the  United 
States,  65;  Official,  Southern  and 
Western,  65;  Movement  for  uni- 
form, in  United  States,  66;  In 
Canada,  67;  International  traffic, 
68;  Expansion  of  Canadian  classi 
fication,  69 ;  Quantity  differences, 
71 ;  Specimen  page  from  Canadian, 
72;  Follow  Lot  Rule,  73;  Car 
measurements,  76;  Cost  of  C.  L. 
and  L.  C.  L.  shipments,  77;  Wis- 
consin Commission,  78 

Set  Canadian  Freight  Classifications 
Freight  Bates, 

Regulation  of,  33;  Railway  Clauses 
Consolidation  Act,  33 ;  Legislation 
on,  34;  Report  on  rate  grievances, 
85;  Jurisdiction  of  Railway  Com- 
missioners over,  38 ;  Railway  rate 
grouping,  61;  Railway  conten- 
tion on,  62;  Carload,  62-64; 
Quantity  differences,  71-76;  Im- 
portance of  freight  traffic,  101; 
Tonnage  and  mileage  service,  102 ; 
Rates  of  universal  interest,  102 ; 
Competition  and.  104;  Compared 
with  mercantile  and  manufactur- 
ing business,  105;  Evils  of  paral- 
lel lines,  106;  Class  tariffs  and 
commodity  tariffs,  130;  Articles  on 
which  carload  commodity  rates  are 
fixed,  131;  Class  rates,  132;  Com- 
parisons of  freight  traffic,  133 ; 
Ton-mile  rates,  133 ;  Difficulty  of 
comparing  foreign  freight  rates, 
135;  Terminal  charges  separate 
from,  136;  Two  factors  in,  136; 
Terminal  charge.  136-38;  Haul- 
age charge,  136-38;  Switching 
costs  at  Winnipeg,  138;  Terminal 
cost  in  Wisconsin,  139;  Distance 
factor.  140;  Percentage  system, 
142;  Local  and  thru  rates,  144; 
Arriving  at  a  thru  rate,  145 

Ste  Freight  Classification;  Rate  Mak- 
ing 


Government  and  the  Railways, 

Government  loans  Grand  Trunk,  7 ; 
Control  of  National  Transconti- 
nental by,  20;  Railway  War 
Board,  21;  Expansion  of  Govern- 
ment railway  system,  22 ;  Control, 
how  vested,  27 ;  How  the  Govern- 
ment aids.  27-29;  Loans,  28.  31; 
Subsidy  policies,  29-31;  Domin- 
ion land  grant,  31;  Guarantees  au- 
thorized, 33;  Rate  regulation,  33- 
6,  38;  Railway  committee,  34; 
Board  of  Commissioners,  37;  Traf- 
fic facilities.  39 ;  Provisions  for 
grain  movement,  40;  Cases  of  ap- 
peal. 42 

Grain, 

Provision  in  Railway  Act  of  Canada 
for  movement  of  the.  40;  Milling- 
in-transit  arrangements  and  read- 
justments in  flour  milling,  196; 
Arrangements  in  shipment  of,  to 
elevators.  198;  Grain  products, 
198 ;  Provisions  of  grain  bills  of 
lading.  311;  Claims  for  loss  or 
damage.  311;  Lake-Grain  Bill. 
312;  Grain  traffic  on  the  Great 
Lakes,  321;  Canada  Grain  Act, 
322;  Elevators.  322;  Four  docu 
ments  in  shipment  of,  324;  Stat- 
utory grades  of,  325;  Special 
charges  on,  325;  Analysis  of  move- 
ment of,  326;  Traffic  in  diverted 
to  United  States,  327;  Variations 
on  grain  rates,  337 

Grain  Act,  322 

Grain  Shipments, 

See   Great   Lakes   Traffic 

Grand  Trunk  Pacific, 

Project  of,  17;  Terms  of  charter,  18; 
Grand  Trunk  stockholders  dissat- 
isfied with,  19;  Becomes  political 
issue,  19 

Grand  Trunk  Railway, 

Prospectus  issued  in  1853,  6;  Com- 
petition with  Great  Western,  7; 
Government  loans,  7 ;  Mileage,  8 ; 
Compared  with  Great  Western,  10 ; 
Absorbs  Great  Western,  11;  Lines 
controlled  by,  11;  Friction  with 
Canadian  Pacific,  13-14;  Grand 
Trunk  Pacific,  17-20 

Great  Lakes  Traffic, 

Development  of.  317;  Grain  ship- 
ments, 321;  Elevator  capacities. 
322;  Canada  Grain  Act,  322;  Li- 
censes and  inspection,  322;  Car 
shortage,  323;  Documents  neces 
sary,  324;  Statutory  grades  of 
grain,  325;  Bulkhead  charge,  325; 
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Great  Lakes  Traffic — continued 

Stopover  charge,  326 ;  Diversion 
charge,  326 ;  Movement  problems, 
326;  Traffic  diverted  to  United 
States,  327;  Upper  Lakes  traffic, 
328 ;  Package  freight,  328 ;  Rates, 
329,  335-38,  339;  Load  factor, 
329;  Percentage  analysis  of,  331; 
Canada  Transportation  Lnies,  Ltd., 
331;  Capacity  of  vessels,  332; 
Loading  and  unloading,  333; 
Ocean  vessels  to  lake  ports,  334; 
Ton  mile  rate  disparities,  336; 
Water  borne  grain  rates,  337; 
Canal  and  lake  movements,  338 

Great  Northern  Railway,  20 

Great  Western  Railway, 

Opening  of,  6;  Competition  with 
Grand  Trunk,  7;  Mileage  in  1860, 
8 ;  Comparison  with  Grand  Trunk, 
10-11;  Grand  Trunk  absorbs,  11; 
First  Pullman  put  into  operation 
on.  236 

Guarantee  Act, 

Canadian    legislation,    6 


Herndon,  William, 

Originator  of  express  business,  278; 
Advertisement  in  Boston  papers, 
279 

Highways, 

Improved.  3 ;  Part  of,  in  develop- 
ment of  trade,  3 ;  Disadvantages 
of,  4 

Hill,  James  J.,  21,  104 

Hinton  W.  P.,  on  Freight  Business,  213 

Hutchinson,  Definition  of  Common  Car- 
rier,   243 


Import  Rates 

See  Export  and  Import  Rates 
Inland  Water  Transportation, 

As  a  regulator  of  weights.  307;  Dis- 
advantages of,  307;  Competition 
and  efficiency,  308;  Canals,  308; 
Obligations  of  carriers,  309 ;  Statu- 
tory provisions.  309;  Bill  of  lading 
exemptions,  310;  Liability,  310; 
Dangerous  shipments,  311;  Grain 
bills  of  lading.  311;  Liens,  312; 
Complete  delivery,  312;  Canadian 
"Soo"  Canal,  313;  Georgian  Bay 
route,  314;  Ottawa  system,  316; 
Tolls,  316;  Great  Lakes  traffic, 
317;  Upper  Lakes  traffic.  317; 
Commodities  handled.  319 
Insurance,  248 


Interchanging  Traffic,  and  Other  Traffic 

Services, 

Transit  arrangements,  196;  Milling 
in-transit,  196-97 ;  Reshipment, 
198;  Stop-over  arrangement,  198; 
Consignments  stopped  in  transit, 
199;  Destination  changed  in  tran- 
sit, 199;  Concentration  rates,  200; 
Special  rate  reductions,  201;  Cart- 
age service,  202;  Cartage  charge 
not  under  Board's  jurisdiction,  204 

Intercolonial  Railway, 

Government  aids,  8;  British  North 
America  Act.  9;  Construction  and 
operation  of,  9 ;  Extension  ac- 
quired, 10 ;  Finances,  10  ;  "Percent- 
age of  mileage,  42 

International  Rate  Case, 

Cause  of  complaint.  182 ;  Traffic  af- 
fected by  classification,  182 ;  Sched- 
ule A.,  183 ;  Necessity  for  re- 
grouping rate  points,  183 ;  Read- 
justment, 183 

Interstate  Commerce  Commission, 

Abstract  from  report  on  express  busi- 
ness, 277 

Interswltching. 

Provision  by  the  board,  270;  Charges 
for,  270 


Jobbing  Businesses,  Classifications  and, 
86 


Klapp,  James,  O.,  on  Average  Demur- 
rage,  265 


Lake-Grain  BUI,   312 
Livestock,  and  traffic,   47 
Local  Tariffs,  295 
Loss  or  Damage,  in  Carriage, 

Computed  on  the  basis  of  the  value 
of  the  goods,  249;  Notice  must  be 
given  to  the  company,  of,  249 


MacKenzie  and  Mann  Railways,  16 

Mileage. 

Early  railways  in  Canada,  5—6; 
Grand  Trunk,  11.  20;  Canadian 
Northern,  16;  Great  Northern.  20; 
In  Ontario,  21 ;  Canadian  expan- 
sion, 46;  Distribution  of,  46;  Re- 
lation between  population  and.  47 ; 
In  Canada.  52 ;  Ton  mileage,  56 ; 
Tonnage  and  mileage  service.  102 ; 
Standard  mileage  tariffs.  291 

Mileage  Tickets,   231 
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Milling-in-Transit, 

Traffic   service,    196-97 

Mixing  Privilege, 

In  Canada,  81;  Limitations  of,  82; 
Effect  on  shippers  and  consumers, 
83 ;  Compromise  classification,  84 ; 
Jobbing  complications,  86;  Objec- 
tions by  Edmonton,  87 

Moving  the  Traffic, 

Actual  car  movements,  254;  Freight 
car  statistics,  254 ;  Manifest  freight 
attains  high  speeds,  255;  Demur- 
rage, 255-68;  Car  service  bureau, 
256;  Demurrage  and  car  service, 
258 ;  Car  retention  a  matter  of  con- 
troversy, 259;  Increased  demur- 
rage charges,  261;  Pacific  Car  De- 
murrage Bureau,  262;  Special  de- 
lays in  unloading.  262;  Average 
demurrage.  263 ;  Georgia  Railroad 
Commission  on  detention  of  cars, 
265;  Reciprocal  demurrage,  265- 
68 ;  Railway  interrelations  and  per 
diem  charge,  268 ;  American  Rail- 
way Association,  268;  Interswitrh 
ing,  270;  Industrial  sidings,  271; 
Work  of  the  claims  department, 
278;  Adjustments,  275 


Official  Classification,  65.  68 

Distance  basis  of  rates  in,   141 
Oil,   Rates   for,    156 
Order  BUI  of  Lading,  251 


Pacific  Oar  Demurrage  Bureau,  on  De- 
murrage   Rate,    262 

Parallel  Lines,  Evils  of,  106 

Passenger  Rates, 

Effect  of  distance  on,  207;  Time  ele- 
ment in,  207-9;  Passenger  fare  a 
multiple  of  rate  and  distance,  210; 
Railway  Act  of  Canada  and,  227; 
Standard  tariffs,  227;  Special  tar- 
iffs, 227;  Standard  rates  in  effect, 
228;  Different  kinds  of  passenger 
tickets,  230;  Mileage  tickets,  231; 
Commutation  tickets.  231;  Provi- 
sion for  unused  tickets,  232 ;  Rules 
for  baggage,  233;  Disney  defines 
baggage,  233 ;  Railway's  liability 
for  baggage,  233 ;  Storage  charges 
for  baggage,  234;  Initial  carrier 
liable  for  baggage,  234;  Baggage 
handled  in  Toronto,  235;  Baggage 
carried  by  railways,  235;  Sleeping- 
car  service,  236;  Classified.  236; 
Passenger  classes  in  Europe,  238; 
Average  hauls  in  foreign  countries, 


Passenger  Rates — continued 

239;  Passengers  per  train  in  for- 
eign countries,  240;  Zone  tariff 
system,  241;  Methods  used  in  Eu- 
ropean passenger  rates,  242 

Passenger  Traffic, 

Water  and  port  competition  in,  206; 
Distance  important  factor  in,  207, 
210;  Time  element  in,  207;  Ex- 
cess fare,  208;  Expensive  station* 
and  terminals,  209-10;  Rates  and 
distance,  210 ;  Passenger  fare,  210 ; 
Business  inducements,  212;  In 
practice,  212 ;  W.  P.  Hi n ton  on, 
213;  Comparative  earnings  of  pas- 
senger and  freight  business,  212 ; 
Density  of,  214;  Economic  depres- 
sion effect  on,  215;  Measurement 
of,  216;  Differences  in  freight  busi- 
ness and,  217;  Car  capacity,  218; 
Pullman  service,  218;  "Dead" 
weight  loading,  219;  Increase  in 
weight  and  cost  of  passenger  equip- 
ment, 219;  Relation  between 
weight  of  vehicle  and  returns  on 
cost,  221;  Weight  and  cost  mea- 
sured in  capacity,  221;  Occupancy 
of  sleeping  cars,  222 ;  Suburban 
traffic,  223 ;  Commutation  business 
as  part  of  railway  earnings,  223 ; 
Commutation  business  subject  to 
competition,  224 ;  Automobiles  af- 
fect revenue,  224;  Average  jour- 
ney, 225 ;  Differences  between 
freight  and  passenger  business,  225 

Per  Diem  Charge,  268 

"Postage  Stamp"  Rates, 

Cost  of  service.  109;  Equal  mileage 
theory,  110;  Summary  of  the  dis- 
advantages of,  111 

Prairie  Distributing   Centers,   85 

Prairie  Standard  Tariff,  165 

Pronty,  Mr.,  on  Railway  Rates,  113 

Pullman  Service, 

Travel  in,  218;  Dead  weight,  219; 
Occupancy,  222;  Canadian  Pacific, 
220;  First  car  on  Great  Western, 
236;  Rate  basis,  236 


Quebec  Resolutions  of  1864,  9 


Railway  Act  of  Canada, 

Canadian  Pacific  Charter,  15;  Rate 
grievances  and,  35;  Revision  of 
rates,  39;  Provision  for  grain 
movement,  40 ;  Thru  rates  under 
the,  144;  Passenger  rates  and, 
227;  Provision  for  payment  of 
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r.  ail  way  Act  of  Canada — continued 

charges,   250;    On  express   classifi- 
cation, 285 

Railway  and  Express  Companies, 

Arrangements  between,  281 ;  In  Can- 
ada, 281;  Provisions  of  an  agree- 
ment between.  282-84;  Arrange- 
ments with  freight  agents,  284; 
Express  classification,  285 

Railway  Clauses  Consolidation  Act,  33 

Railway   Committee, 

Membership  of,  34;  Work  of,  35; 
Dual  functions  of,  36;  Report  rec- 
ommended Railway  Commission, 
87 

Railway  Construction,   from   1882,   30 

Railway  War  Board, 
Organization  of,  21 

Rate  Making,  Basis  of, 

"Postage  Stamp"  theory,  109; 
Cowles  theory  of,  109;  Distance 
rates,  110;  Equal  mileage  theory, 
110;  Capitalization  plan  of,  111; 
Physical  valuation,  112 ;  Competi- 
tion, 113;  Distribution  of  service 
cost,  115;  What  cost  of  service 
means,  116;  Commissioner  Erick- 
son  on,  118,  119;  Allocation  of 
railway  costs,  120;  Average  basis 
of  costs,  120;  What  the  traffic  will 
bear,  121-26;  Rates  in  Germany, 
125;  Canadian  Manufacturers'  As- 
sociation, 126;  Reasonableness  of 
rates.  127 

Rate  Making,  Competitive  Factors  In, 
Competition  among  lines  of  different 
length,  147;  Differential  rates, 
149 ;  Water  competition,  150-53  : 
Production  centers  change,  153 : 
Competition  of  court  traffic,  154; 
Markets  compete.  155 ;  Sugar  and 
oil  rates,  156;  Complementary  com- 
modities, 158 ;  Scope  of  market 
competition,  159 

Rates   and  Tariffs,    Phases  of, 

Classes  of  freight  tariffs,  161;  Rail- 
way Act  and.  161 :  Standard  tar- 
iffs, 161-63;  Scales  in  the  West, 
163;  Prairie  Standard  tariff.  165; 
Pacific  Standard,  166;  British  Co- 
lumbia Lakes.  167;  Rate  scales  dif- 
fer, 168;  Increase  in,  from  1916- 
1918.  169;  Special  and  competi- 
tive tariffs,  173  ;  Transcontinental 
rates,  175;  Canadian  Freight  As- 
sociation files  tariff.  175;  Water 
competition,  176;  Basing  point, 
'  176;  Class  rates,  177;  Grouping, 
178;  Lake-and-rail  routes.  179; 
Commodities  east-bound,  180 


Rates,  Express, 

Affected  by  quantity,  297;  Freight 
rate  a  basis,  298;  Special  circu- 
lars— commodity  rates,  299 ;  Car- 
lots,  300;  Package  rate,  300; 
Graduate  table,  300;  Not  uniform, 
304;  Single  thru,  305 
Reshipment, 

Traffic  service,  198 
Ripley,  W.  Z., 

Expenditure  analysis  by,  117 


Schedule  A.,  183 

Sidings, 

Rate  to  private,  unchanged,  271;  Ad- 
vantages of,  271;  Agreement 
forms,  272 

Southern  Classification,   65,   69 

Standard  Mileage  Tariffs,  291 

Standard  Tariffs, 

Development  of,  161-62 ;  Scales  in 
West,  163;  Prairie  Standard,  165; 
Pacific  Standard,  166;  British  Co- 
lumbia Lake.  167;  What  is  ex- 
cluded, 168 ;  Maximum  rates  of 
Pacific,  168;  Combination  rates, 
168;  Why  scales  differ,  169;  Max- 
imum rates,  169;  Passenger  rates, 
227-30;  Board  rules,  227;  In 
effect,  228 

Stop-Over  Arrangements 
Traffic  service,   198 

Storage, 

Baggage  rules,  233;  Charges,  234; 
Demurrage  charges  and,  249 

Subsidy, 

Canadian  Pacific  agreement,  15,  29; 
Provincial  lines,  29;  Railways 
and  the  new  policy,  30;  In  cash 
and  loans.  32 

Suburban  Traffic,  223 

Sugar,  Rates  for,  156 


Tariffs, 

Standard  mileage,   291;   Four  stand- 
ard,  292-95;    Local   and  transfer, 
295 
See    Rates    and    Tariffs,    Phases    of; 

Town    Tariffs 
Terminal  Charges, 

Distinct    from    haulage,    136 :    Grain 
cargoes,    138 ;    Wisconsin    Commis- 
sion computes,    139 
Tickets, 

Mileage.     231;     Commutation.     231; 

Provisions  for  unused,   232 
Tiffany,  C.  H.,  127 
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Time    Element,    in    Passenger    Traffic. 
207 

Tonnage  Sources,  50 

Town  Tariffs, 

Distributive  rates.  181 ;  International 
Rate  Case,  182;  Classification  af- 
fects rates,  182 ;  Schedule  A..  183 ; 
Rate  readjustment,  184;  Group  re 
arrangement,  184;  In  the  East, 
184;  Some  objections  overcome 
185;  Relation  to  rate  reductions, 
186;  Western  Rates  Case  causes 
tariff  rearrangement,  187;  Town 
points  in  Canada,  188 

Traffic,  Interchanging, 

See  Interchanging  Traffic,  and  Other 
Services 

Traffic,    Moving   the, 
See  Moving  the  Traffic 

Transcontinental  Railway,  12 

Transfer  Tariffs,  295 

Transit  Arrangements,  196 

See  Interchanging  Traffic,  and  Other 
Traffic  Services 

Transportation,  Canadian, 
See  Canadian  Transportation 


Upper  Lakes, 

Traffic  on,  317;  Traffic  on,  encour- 
ages specialized  vessel  construction, 
328 


Walsh,    J.    E.,    on    Reciprocal    Demur- 
rage,  266 


Warehouse, 

Railway  liable  as  a  warehouseman, 
248;  Meaning  of  the  term,  249 

Water-ways, 

Canadian  trade,  1-4;  Early  settle- 
ments in  Canada,  1-3 ;  Canals  pro- 
mote trade,  2-3;  Railway  compe- 
tition, 7,  10;  Competitive  rates, 
150;  Competition  and  terminal 
rates,  176;  Competition  in  passen- 
ger traffic,  206 

See  Great  Lakes  Traffic;  Inland 
Water  Transportation 

Wells  Fargo  Express  Company,  279 

Western  Classification,  65,  69 

Terminal  cost  per  ton  for  different 
classes  of  the,  140 

Western  Bates  Case,  120 

Causes  tariff  rearrangement,  187 

"What  the  Traffic  Will  Bear"  Prin- 
ciple of  Bates, 

Cullom  Committee  on,  121;  Com- 
missioner Lane  and,  121;  Albert 
Fink  and.  122;  Applications  of, 
122 ;  Practical  meaning  of  the 
term,  123;  Justification  of,  124; 
Germany  and,  125 

Wisconsin  Commission, 

Rate  regulation,  118;  Terminal 
charges,  139 


Zone  Tariff  System, 

As  a  means  of  reduction  of  i  is- 
senger  rates,  241;  For  street  rail 
ways,  241 
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